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WHAT TO TELL YOUR ACCOUNTANT 
ABOUT A RAM TOUGH DODGE VAN. 



First of all. tell him over 92 % m of all Dodge trucks built 
in the Last ten years ait still getting the j ob do n c . 



Ram Tough ts not just an 
empty term. It describes the Met 
of enduring van design thai 
mfcans a peal deal to those who 
mind the company trcasury; But 
ItodKtJiMsn'l stop inert % 
offer a number of advantage* with 
pnee appeal to those looking for 
maximum transportation val ue . 

THE FWLOAD STORY, 

ftm cat. order more than a 
dozen payfoad packages-up to 
4.6S0 pounds- with a choice of 
three body lengths, including tim 
industry's longest cargo are* 
190.2 inches. 

Th» means you can count on ■ 
lUm Tough van lhaT& just right 
for your operation without paying 
more or getting less than your 
nods ihjuixe- 

IT BEHAVES Kf 
THE PUMP, 

The heart of the Dodgje Rim 
150 and 250 is the standard 3 . 7 
Iter Slant Six With over 20 yean 
2nd 52 billion miles of built-in 



reliability, this inspected power 
plant offers outstanding economy 
when teamed wiih 4 speed over 
drrve manual transmission and 
3.55 axle ratio. 




THE BOOT SlWfS IN SHAPE. 

The Dodge Ram Van ls buih 
with an integral body Jrame, pre 
risdy welded for solid disability, 
Dodge vans also benefit from 
410 square feet of garvaniswd 
steel [more than ftrd or Chevy} 
strategically placed Up resist 




rust. They also undergo a 100% 
eEectrocoanogpnming process to 
fight corrosion croi mont 




IT KEEPS THE 
HELP HAPPY. 

Dodge offers the widest 
stan dard door opening in its 
class M mare thin Fbrd or Chev/y 
Easy loading pays off plenty over 
the Inng haul with those who 
make the debverte*. It also 
stems more flexible load 
oapabilit y . . . more efficient 
and economical delivery 
scheduling, 

it stands up 
to comparison, 

A Dodge Long Range Ram Van 
invites comparison. At 
it's loaded with standard features 



the competition charge* extt»i 
for. .like 4 speed manual over- 
drive transmission, tinted (W* 
a 36 gallon fuel tank and full 
wheel 

To the person concerned 
the bottom hne, Dodge q»HW 
as a leader And likes lo prove Ji 
So why not see your Dodge iru<* 
dcaJcr soon. And lake your 
accountant with you. 

Ikajge Trucks are Ram Tr?u# 

■Ldtahl wfcrrmdJMi aniUHo 4 Caurf 
ptmmt Stan) niRL iffjtfw 

rnikflgr nijy vary iKjrftiiiing- <in If**"- ^ 
km uud rndlifT. Actual bwy rtfi"* 
vnD piiibgdrfybfl lew CAetn Bom ; 
l Bah iwt (im» Tfttt, UK*. ^'^jSlL 

wrtk option*] tadin which » «t ri 




h ^kes- skill It takes know-how and determination. 
Arid just as important, it takes confidence, . the un- 
wavering belief that wc can go farther, that we can do 
|porc\ that we can stretch ourselves beyond past 
'units Thaft wliat it takes to go over the top and attain 
tite goals thai are important to us 

But how do we do it? Wc begin by recognizing 
™t virtually all ol vis are bom with iar more natural 
Sjfpability dian we ever even realize, lei alone use 
Then we revive to i>earch out more ol that inborn 
Potential ancJ con veil it into practical, workable skills 
*nd abilities that we can use every day to achieve 



greater fulfillment in life. Thousands of men and 
women each year experience this exciting personal 
adventure in the Dale Carnegie Course. It helps them 
to see themselves in a new perspective, recognize and 
develop a greater pan of their true potential for 
achievement set and reach higher, more rewarding 
goak in their lives. 

Hind out how the Dale Carnegie Course can help 
rise to greater challenges and reach lor higher 
k of achievement and personal sansfaction- 
Call toil-free (800) 2 JI-5800, In Texas, call (800) 
392-2424. Or write direcdy to the address below. 




DALE CARNEGIE & ASSOCIATES, INC 



SUIT! W NB * 7CM7 REGENCY 50JARE BLVD . HOUSTON TEXAS T7036 



The best how-to book 
in the business. 

How to find a buyer How to find a seller In many metropolitan areas there's a 

Every working day business people find out companion how-to book: the Business 

how-to in the Bell Yellow Pages, Its the to Business Bell Yellow Pages lis features: all 

#1 How-lo-Run~a-Successfri~Business book * the businesses other businesses need . 

Get the Yellow Pages talking Let your fingers do the walking. 
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Cover Story 22 

Tlit- lomininfc water shortage threaten* 
buRsnesis with li double impact; eeonom- 
ic slowdown and higher taxes. 

Doing More With Leu 25 

Businesse furrns un<l hnmefi can 
Riwtch shrinking: water supplies with a 
variety of tested techniques. The bi^- 
gest sa\ in^H r;in be made in atfricuhure 




The Housing Boom 26 

Tli*- housing industry is bouncing buck 
from the njWHfiioTir but federal fiscal 
policies may push up interest rate* and 
slow down sake. 

Surviving EPA Inspection! 28 

The EPA inspector's knock won't auutid 
ominouji if you heed these tips? on 
how to prepare. 




jh* R a<< , to Spot* 32 

hi* KMVN-rriPHK'ikl L^i "Sk'Niiik* miLer \-\>'\*-' 
^ tree enterprise, mi'1 runny firms :*n- 
^IT^r to rout ii rocket- 
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Tourism on the Move 36 

The travel industry weathered the re- 
cession well, and it's reftJIy picking up 
speed in the recovery. Smalt firms in 
particular arc benefiting. 

The Covcu* Explosion 39 

Congressman are setting up their own 
special -interest (Troup*! and *atne are 
us telling to bu&ineas. 

Defining a Taxobfe Gift 42 

The Supreme Court will deride whether 
waived interest is i labile gift when a 
parent tends money to n child, 

Vetoing the Veto 44 

The Supreme Court decision overturn- 
ing the l^inbUvt vi*to wh-^iiV iiM/rh^r- 
ily bad news for business. It may Htimu- 
late new n -fun in 

Economic Outlook 47 

Industry "excess eauuciLy" doesn't 
justify rapid money-supply growth, an 
economic forecast warns. 

Help From Hula Hoops 48 

Phillips Petroleum CEO Wffliani Dome 
remembers when a fad helped hia 
firm's sales— but there's nothing fad- 
dish about the way Phillips is run, 

New Prompt FViy Campaign 59 

With small business now getting its 
cbeck* from the federal government 
FasUTr the slalom ur^ the next tarjret- 




M onagers a* Owners 

Thank* u* k»vv rafted buyout';, more and 
jam executive* are becoming ownen 
of their tompanie*. 



Computer Crime 61 

Computer* have become the target* of 
rrjciiiiials as sophisticated as the ma- 
chines k but your business can protect 
itself from fraud and theft 




Strategies for Success 66 

Vacation timesharing Alaskan dolls, 
□se<i rental cars with uhie — these 
some ef the palha tluit antrepnmem 
have followed 

Congressional Alert 71 

Here is how to let Congress know your 
views on major legislation that could 
affect your busmen. 
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The magazine 
you are reading is 
•tected by the 
Amendment. 




Radio and television 

are not! 



.he Firsi Amendment 
guarantees the rights * if free 
speech and freedom of the press 
which magazines and news- 
papers enjoy* Bui these con- 
siituiioniil rights are effectively 
denied to radio and television" 
by federal regulations thm 
govern the content of news 
broadcasts. 

-he + ' Fairness Doc 
trine,"" which embodies several 
regulations, is i g**>d case in 
point. It looks good in theory 
since it proposes ' equal oppor- 
t unity" for and "reasonable 
access" i ising view points. 



In practice, it doesn't work. 
Stations often eln>ose to remain 
silent on many important issues 
for fear of opening a Pandora's 
I * >\ o f e* ) m pel i claims f t >r a i r- 
linie. The result is thai view- 
points which could contribute 
to public knowledge and dehate 
go unheard 



A. 



ccording to a recent 
Kopci Poll, ^2" nl Ames il\iiis 
now yet their news primarily 
from [he broadcast media. For 
this majority, the press ts radio 
and TV. Bat i hese media are n< rt 
protected by the First Amend- 
ment. Coultj this have been ihe 



iment of our founding fathers? 
We don't think so, 

w the primary news 
source for a majority of citi- 
/ens is denied its First Amend- 
mem rights, its time we all 
become alarmed. At the 
Mutual Broadcasting System, 
we think it's lime to give radio 
and television the same First 
A i ne nd men t pr < >t ee t ii ms 
that newspapers and maga- 
zines hiive enjoyed since 
1791. Congress should repeal 
the * ^called "Fairness 
Doctrine" in the name 
ol' fairness 



Mutual Broadcasting System 
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The Public Interest Sham 



TEQS JS yoifk riddle for the day: When does ;t 
bpeciul interest group mu&t resemble a special 
interest group? Answer When it culls itself a public 
[merest group. It high time, t am suggesting, lo 
deflate the overblown and sanctimonious presumptu- 
outness of such outfits Sis Common Cause, Congress 
Watch and the Public Interest Research Groups, 
How rinse to the puhiir are ihese *e[f -anointed apos- 
tlus? 

The answer i&, not very clow at all. For evidence 
on thia point, let rne cite ftome of the most recent 
research by those indefatigable social tUttatidans. 
S. Robert Lichter and Stanley 
Roth man. Tin- farmer is assistant 
professor of political science at 
George Washington University, 
the latter a prnfc*Aor of govern- 
ment at Smith College* La^i year 
they produced an Illuminating 
fituriy of the "media elite," in 
which they discovered— to no 
one'a surprise — that the top peo- 
ple in Lhe press rind the TV net 
works are overwhelm in if I y libera) 
in their political [H>inU of view. 

Recently they turned their at- 
tent ion to the "public interest 
groupa" thai have multiplied so 
remarkably since Ralph Nader 
came on the scene with hi* Un- 
iw^/r at Any 8pM*t in ISJftS, Hi- 
ntyled hirnself a "consumer advo- 
cate." That wu the beginning of 
the pious hocu.^pocu* we have 
been hearing ever since — for it ia 
self-evident that all 225 million of 
us are consumers in one way or another The notion 
that anyone can truly be identified as an adv<K:ale 
for th* consumer Is a bogus notion if there ever was 
one Nevertheless, such was the charisma of the 
intense and dedicated messiah that he was. able to 
ToiHer an entire movement, Today our stile capitals 
our federal forum* and our college, campuses ire 
swarming with bright,, young fiirtivisus who profess 
tii npeak for the. pubHe interest. 

Uchtorand Roth man were curious about the lead 
ership of the&e groups. They created lints of key 
individuals, who lobby for public interest causes or 
practice publw interest law They ratricted their 
field to New York ami Washington, D.C. T but the» is 
tio reason To suppose their findings would have been 
significantly altered by a geographical weighting. 
Prom the master list they pulled a random sample of 
167 individuals from 74 organisations like Common 
Cause. Corurre** Watch, ConKumers Union, the Envi- 
ronmental Defense Fund and Public Citizen. Ah they 
ran their data through a computer, & clear profile 
developed of chose who may fairly he identified as 
lhe public interest elite. 
They are overwhelmingly while W percent) and 

X *TlON-& * AUGUST tHfl 




Business does not 
pretend to speak for 
labor, or vice versa. 



malt' percent). They typically were raised in one 
of the big cities of the Fist Coast "in the comfort- 
able eircu instances of the upper middle da£s/' Fifty- 
six |*e«ent recall that their family income was above 
average; a majority of their fathers were profession' 
ak 40 percent of whom field postgraduate degrw» 
Ninety percrji! described their family hack grounds 
a* "political \y liberal." Almost half of them attended 
a "highly selective" college where they majored in 
social science; f!9 percent now hold postgraduate de- 
gree^ Their average age is 31. They have dune well: 
Almost 6(1 percent had family incomes in 1961 above 

jsgvxw, 

Ninety-five percent hud a reli- 
giouH upbringing, but only 5D per- 
cent profess a religious affiliation 
today. These affiliations are 
M uhuaUy only nnminal; Eighty- 
four percent say they .seldom or 
never attend religious aerricea/' 
Hut if their religiouH faith is lack- 
luster, their political faith is 
strong: In 1972, only 4 percent 
voted far Nixon; the other 96 per- 
cent went for McGovem. 

lichter and Roth rim n inquired 
into social attituri&fi. The public 
interest leaders — I'M percent of 
them — believe that "government 
should redistribute income,' 1 and 
W percent beheve thai 'govern- 
ment should guarantee job*"' and 
4 'government should guarantee a 
^^^^^^^^^h good standard of life."" Hnlf rrf 
^^^^^^^^ them bejfev* l.rn- [lulled Sun«- 
'Should move toward lOfialism." 
Their mnsl admired figures are Ralph Nader and 
Edward Kennedy, who get M percent approval. The 
Sandinistas of Nicaragua win 50 percent approval. 
Thu figure for Ronald Reagan is 5, 

ENOUGH, The complete finding* are reported in 
Public Opinion, a publication of the American 
Enterprise Institute, for April 'May, 19Ktf. It i* pure 
flham, 1 submit, for individuate with these back- 
grounds, these incomes, these lifestyles and theie 
political and aotial attitudes to speak for "the pur 
pose* we all share and nmsi pursue together Their 
po*e in arrogant, it in deceptive; u vralatn one of the 
conteptA they profess to adore: truth in labeling, 

All of us are familiar with groups identified as 
special or vested or selfivh interests. Chambers of 
commerce are thus attacked all the time. So are labor 
unionn P medical societies and learners' associations. 
But at lea«t theae groupfi are honest about their 
advocacy; the chamber* do not pretend lo ^peak for 
labor, or labor for business. The pub he inu-reht out 
fita pret*nd lo speak for rrer^ooo'y/, they speak in 
fact for themselves and for thow who voted, or 
would have voted, for (ieorge MeGevern in lfl7t G 



New GE portable radio cuts 
2- way communications down to size. 




Its the latest advance in making radio 
communications fully convenient And 
trouble-free. The GE MP1 So compact itll 
slip into your pocket So solid itll stand up to 
orvthe^job handling year after year 

The MP1 weighs under 16 ounces. Yet it 
provides outstanding coverage and the supe* 
rior judio quality you'd expect from a unit 
twice Its size, And with General Electric s 
wireless design techniques, the MP1 is 
always dependable and inexpensive to main* 
tain . Vet for all it of fc r it's priced lower than 
any radio of comparable quali ty. 



That's the reason we call it the "afford- 
able portable." Because we didn t just cut the 
MP! do wn m size, VMe kept its price small, 

too. 

Phone toll free 800-368-2020. In Vir- 
ginia, Alaska and Hawaii, call collect (804) 
528-7643. General Electric Company, 
Mobile Communications Division, Lynch- 
burg, Virginia 24502, USA. 

We bring good things to life. 

GENERAL # ELECTRIC 
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START OF NEW FISCAL YEAR Is only Dine 
weeks off, but there's little prospect 
for break In Jflhite House-Congress stale- 
gate on budget, policies* Via budget reso- 
lution, Congress has committed itself to 
higher ta^os and spending than President 
Reagan will accept* And he*s assured or 
sufficient support on Capital Hill to 
© vetoes stick. Current outlook is for 
iacal year to begin without tax hikes 
d with most government agencies opera- 
itig under stopgap spending authority * 
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* TAX -INCREASE PROPOSALS won't even 
r&ach veto stage if Congress can't get 
organized on revenue legislation. Both 
GOP-cont rolled Senate and Daiiioe ratio- 
control led House have agreed in principle 
°n 373 billion in higher taxes over three 
Fears, but there isn T t great deal of 
g jathuBiasm for targeting specific groups 
that would pay higher levies. Republicans 
*n House Ways and Means Committee may 
Just sit this one out, letting Democrats 
tax-increase ball. 



carry 
► BUT 



T HOUSE DEMOCRATIC LEADERSHIP mulls 
hunter-strategy: Accept whatever tax* 
i&oreasc bill Senate produces, claim It 
*aa actually a COP tax-hike plan that was 
Pssoed« Political taaneuverlflfi, tied to 
_slectlons t could ga on for months , 
c &hgress will be on vacation most of Au- 
* UQ t, leaving just four weeks for resolv- 
es complex issues before October 1 start 
°f fiscal year. 



■ 
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ON SPENDING ISSUE, President's Private 
*°tor Survey on Cost Control will be 
Spotlighted by Reagan White House as non- 
partisan source of recQBunandatlous for 
Passive savings* Panel headed by J. Peter 
Grace has so far identified potential 
thre 8 ^ ear savings of |340 billion 
^eugh i m p r0 ved management practices and 



nontax revenue gains. About one third of 
4,000 proposals from survey, which ves 
conducted by 1,300 volunteers from pri- 
vate sector, will ahoy ug in Rg_agRn_bud- 
get for fiscal 1585 , Plans are already 
under way for computer monitoring of im- 
plementation of panel * a proposals. 

* WITH HUSSIVE FEDERAL DEFICITS antici- 
pated over ne*t several years, Treasury 
Department seeks to defuse claim they 
will inevitably drive interest rates back 
up* A Treasury study concludes thorn's 

* no s y s t f ma t i c _r e lat 1 onsh t p b e t wee n_jt o 
eminent budget deficits and interest 
rates or exchange rates Note that* 
since 1981 , interest rates have fallen 
substantially, while deficits have nearly 
doubled* 

* REDUCE SPENDING OR RAISE TAXES? That's 
big question on national scene today , but 
there 1 s echo in many states in regard to 
unemployment compensation programs* New 
federal law lets states defer interest on 
funds they have borrowed frotf the federal 
Treasury to make up deficits in Jobless- 
pay accounts- But there is one condition: 
States must reduce benefits or rslse ta*- 
eg on employers enough to cut ensuing 
year's deficit by at least 25 percent « 
Choice has precipitated bitter political 
controversy, especially in states heavily 
in debt to Uncle Sain, But roost states r*re 
making needed reforms* 

* EPA CHIEF WILLIAM RUCKELSHAUS Is seek- 
ing workable compromise on acid rain is- 
sue. He wants to take into rid steps to 
lower sulfur and nitrogen emissions but 
avoid Imposition of heavp costs that cus- 
tomers of affected industries would have 
to pay - EPA is in a bind on issue. Canada 
says much of acid rain it gets results 
from U.S# power plants* emissions, and 



'ION** tllmiNBHA ♦ AUilUBT IS 



WASHINGTON LETTER 



environmental groups also press hard for 
action. But scientists still don't under- 
stand atmospheric chemistry wo ugh to 
know how much to cat which amissions* 
Finding answers may take another two or 
three fears. But EPA is under pressure to 
have some proposals for Secretary of 
State George Shultx to take north when he 
meets his Canadian counterpart late this 
year. 

► CONGRESS ISH*T LIKELY to approve soon 
a dminist ration proposal for great ion of 
new Department of International Trade and 
Industry, but payer struggle looms among 
top Staff that would be Effected , Agency 
would include trade functions of present 
Commerce Department* headed by Secretary 
Malcolm Baldrige, and White House office 
of U.5# Trade Representative p now run by 
William Brock* Assumption is that one 
would head new department* Saldrlge and 
Brock are good friends , would not contest 
each other for post, but their staffs are 
already maneuvering for upper hand in 
trede agency* 

* BALDfilGE'S NEW DEPUTY SECRETARY, former 
Rep. Clarence J. Brown t a good friend of 
Brock's, has been assigned taste of ending 
staff warfare . Administration fears con- 
flict is playing into hands of those who 
question whether Brock 1 s office, which 
gives international trade a White House 
forum, should be absorbed by new agency. 

► ALL SIGHS POINT TO SMOOTH TRANSITION 
for Job training programs from strict 
federal control to jurisdiction of local 
panels representing business, labor and 
government* Private industry councils 
have until August 31 to submit recommen- 
dations on Local master plans for job 
training, and tabor Department plans re- 
gional meetings to review work of state-* 
level Job training coordinating councils* 
ChctnEtover, set lor Qetofcur l t marks toLh 
end of failed Comprehensive Education and 
Training Act programs and start of busi- 
ness-backed Job Training Partnership Act* 

► ISSUES RAISED at 20th annual Japan-U.S. 
Businessmen's Conference, held last month 
in Chicago * offer a preview of what Pres- 
ident Reagan will be discussing in his 
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trip to Japan in November + Priorities set 
by the conference included: An industry- 
by- industry approach to efforts to elimi- 
nate frictions t action to bring the value 
of the yen and dollar more into line, 
more attention by each country to the 
other *s approaches to industry * 

► INCREASED U.S. -JAPAN UNDERSTANDING is 
the goal of a U#S. Chamber of Commerce 
■productivity tour* of Japan, October B- 
22. Participants will study Japanese pro- 
duction methods, technologies and manage** 
roent approaches. The Chamber, whose 
Japan-related activities also include 
staffing American section of Advisory 
Council on U.S. -Japan Economic Relations, 
says tour will help U.S. business people 
understand and I earn from Japanese_lndu^ 
trial ac c q m p I i 5 hme n t s . Details available 
from John Volpe at U.S. Chamber Economic 
Policy Division p {802) 4S3-582D. 

+ DEBATE Ofl CENTRALIZED industrial policy 
as way to restore nail on* s basic Indus- 
trie s breaks down more and more along 
party lines. Democrats lean toward gov* 
ernment actions designed to help specific 
industries; Republicans tend to rely on 
market incentives that spur research and 
development leading to increased produc- 
tivity. In OOP view, governnont role 
should he limited to fostering climate in 
which private sector can function most 
ef f eat Ivcly . Free-market advocates fear 
industrial policy could lead to central- 
ised planning. 

* REPUBLICANS GLEEFULLY POINT OUT that 
several nuclear freeze advocates are in 
forefront of battle to win for home areas 
Navy designation of home port for battle 
group with nuclear capability. Prise iji 
rich: 6,500 military and civilian jobs . 
Naval force includes refitted battleship 
U«5*S* Iowa, whose cruise missiles could 
carry nuclear warheads, and six support 
vessels. Those seeking economic advan- 
tages new Navy base would bring to con- 
stituents include Rep. Edward J. Uarkey 
(D«Hass.K author of freeze bills; Sen. 
Edward il Kennedy (D-Mass.) ; House Speak- 
er Thomas P. O'Neill, also a Massachu- 
setts Democrat; and Rep. Joseph Addabbo 
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AMWAY AMAGIFT 
GIFT ALBUMS 
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A PLEASURE TO RECEIVE 
AND SO EASY TO GIVE. 



A 



The ideal solution for all 
'our gift-giving needs is Amagift 
Mbums from Amway! 

They're such a pleasure to 
receive because t he recipients | 
select their own gifts. And 
they're so easy to give because I 
you ' re not spendt ng you r ti me 
shopping! 



, Here* How The Amagift 
Program Works, 

Amagift Albums are available 
in twelve price categories* 
ranging from S9 99 to SI 00.00 j 
Per Album*. This variety gives 
Vou the freedom to choose the 
appropriately priced album for 
£ach persofi on your list and 
PWs you m controJ of your gitt- 
pirig budget. Each album 
teat ures more tha n _ 
^desirable. 
^ me- brand 
®ns,all nicely 
Ascribed and 
photographed 
lri full-color 
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-SoHptro* rvt^ii bum* 




Amagjft Alburn recipients 
simply select their gift, then 
mail an attached post-paid cer^ 
trf icate to Amway. Every gift 
^ is guaranteed to arrive as 
ordered in perfect condition, 
or a replacement fs immedi- 
ately sent. 

To discover how convenient 
an AmagiJt program can be for 
you r contact your local Amway 
distributor If you need help m 
ocatingone, call toll-free 
1 80O 253-4463 {except in 
Hawaii and Alaska, write from 
there) Michigan residents dial 
1 800 632-8723. Amway Corpo 
ration. Ada. Michigan 49355. 
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CHANGING 
YOUR ADDRESS? 

Pieas€ aliach ihe latesr address label 
from your Nations Business cover, 
prinl your new address, and mail this 
fcrfm to Nation" s Bugjness 
important: Allow five week-s for ad- 
dress change. 

NATION'S BUSFNESS 
CIRCULATION OEPT 
4940 NICHOLSON COURT 
KENSINGTON. MO 20795 



ATTACH LABEL HERE 
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Low cost digital 
time recorder 
has solid state 
program timer 



Lathem 
Model DWA- 

rum; r^rds. 
rings tells to 
start/stop work 
pfintKte Dljftal 
dfeptay. built-in 
t^tiftfy noltfs 
program during 
AC DOW* loss. 
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! ji 'A^i ■i 1 a«rr!,j. -;jri 
PHONE TOLL FREE 

1-800/241-4990 

In CaiifornLi, call 1 -BOO? 3 52 -13 14 

■ Hn Geaiffci call crtlKf WfG9i-MEtft 
or write without obligation 

LATHEM TIME RECORDER COMPANY 
■ 174 Selig Or . S W AttMi GA 30373 
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The Cost of Injuries 



1 was disappointed that "The Work- 
ers' Compc-nsfttioji Mesa" [June] inchM- 
ed rehabilitation of dibbled workers as 
one of the factors inc reusing the cost of 
workers' compensation. If injured 
wnrkers are not rehabilitated, how 
much does* it eo»t lo pay theJn for lift? 
If na employer thinks that the coat of 
rehabilitation Is coo hf^h, maybe h<? 
should look for a more efficient provid- 
er of services. 

Every injured worker unable to re- 
turn to his or her old job music be either 
rehabilitated or paid for years. Reha- 
bilitation is usually the less expensive 
alternative FJowi'ver, several things 
tan be done to keep that cost down. 

First, make the referral to a rehabifi- 
tation provider early, tf a job change 
rt'ii] Lie necessary, vocational counseling 
should Btart before the worker has a 
chance to give up on returning to work. 

Second, look at what reLraining or 
additional education will accomplish. 
Will it help return the worker to a job 
where further injuries are not as likely 
to happen? 

Third, di&cuai reemployment with 
the rehabilitation consultant. Many 
firms refuse to consider re-empEoyment 
even when inexpensive modifications 
ire feasibly and would allow an injured 
worker to return to his or her previous 
job. 

Fourth, dtatuen eo*t with the rehahil> 
Latio i i provider and make recommenda- 
tion*. They are there to serve both the 
*nj|j|oy*rr and th* worker. 

James B. Adams 

James & Adams & Associates 

Paducah, Ky. 

No surprise 

''The Metal Nooae Grows Tighter 1 * 
| Outlook, May | shows a chromium min- 
it in Zimbabwe. I could almost saj 1 41 1 
told you so," 

V3. Sanctums against what waa then 
Rhodesia, torso-culled bu man rights vi- 
olations, brought that government to 
hi knees and delivered the country to a 
Communist dictator 

•Statf tottm to Editor. Nation'* Busi- 
ness. 1SJ5 If Strttft, ,V W. f Washing 
tot*. D.L\ and in* hide jfour 

jthottr ruiftthi t fa-firr* tlfiff rrsSni fa 

the Kditttr toffl ftr consider yd for pub- 
ligation unless the tenter rdtfitvxtM 
otitrnviiM, and tketj may be edited ami 
evtuimsed. 



When will those in government rule 
with their heads rather than their 
hearts? Anyone could have predicted 
what was going to happen once sanc- 
tions were imposed. 

E,B. Gwro 

Bedsoie & Gwin, Inc. 
Fairhope. Ala, 

Ddn T f let th# Russians iti 

He: '^Soviet Spies; Your Firm Could 
Be Their Next Target 1 ' [June]. 

The best way to curtail Soviet spying 
would be to stop letting the Russians 
into the United States, Also we should 
suspend uA exchange*— no sports t no 
business, nothing, 

Maybe then the Rusb-iqus would un- 
derstand that the United States really 
means business. 

Joe Jones 

Jones & Wehse Insurance 
Rutland, Vt. 

Th& slurry flurry 

Re: "Why Railroad* Are Making the 
Gmde" [May], 

fommenfj; from rniEjriur.l industry of- 
ficials expressing their desire to com- 
pete with other forms of transportation 
struck me as ironic because for years 
the railroads have i*en fighting th* de- 
velopment of coal a lurry pipelines. 

Today approximately fi£ percent of 
our nation's coal is shipped by rail. Of 
that amount almost 86 percent Is "cap- 
tive," because no transportation aite'r- 
exists. Since Lhe passage of the 
StHgKerft Act. rjil rates for wmL have 
increased SO pCTOent on average. 

Coal slurry pipelines would indeed of- 
fer many captive shippers an alterna- 
I.LV1-, hut th+- railrnftda have steadfastly 
impeded their construction by refueinff 
to grunt them rights-of-way to cross 
railn:iad pmpn^rty ar i->fl-H* i me«ts and by 
vfibemi-nity lobby n ^ '.^i-jn --- u> pn- 
vent jia^ap.' uf Il-st i^laLLMrj \o i^asnt 
coal pipelines federal eminent domain 
authority. 

KRilD WlCIlLEI 1 

Vice President, Public Affair* 
Texas Eastern Crirpomtion 
Houston 



IRA clarification 



Fur Your Tajt Pile [June] s&ys 
worker under 70% may contribute |9 
mur? than $280 a year to an Individual 

NATION'S BUSINESS * AUGUST 1*9* 



HA4 REALLY TtotZH JO TW£ NEW foHJWtfc, B#S,„ 
HE.'* EVEN BEfitWHT IN 60mE 0f 0U>W PZomm F6m MOT)£ 

7* nav aw ir'i 




Isrit it time tor your company to get back 

to business? 



Betoie you invest in a computer that offers 
more "games" than "business" software . . . 
think about all the possible applications 
your Company has for a computer. Let's 
face it. The need tor automating general 
business operations is growing every day 

for the money necessary to purchase a 
Personal computer configured to handle 
business needs, you can purchase a com- 
puter system specifically designed 
tor business uses The SEIKO Series 66OO. 

'The SEIKO 86OO supports both single and 
rnulti user environments, allowing you to 
Pick from a wide selection of advanced 
business software, available right off the 
shell Programs for financial planning, in- 
ventory control word processing, payroll 
J^nd specialized applications tor medical 
tegal automotive parts, restaurants and 
m any more. 

The SEIKO 86QO is expandable and can 
Gfiow with your business. Start with one ter- 
minal , . , or tour terminals Additional 
Memory and disk storage can be added to 
Your system as your needs expand 



Call now tor the name of the dealer nearest 
you Find out what a true business computer 

system will mean to 
your Company's future 

The 
Serious 
Business 
Computer 




SEIKO 

Business Computers 



p 'vmpiwj frnrtwrt en k. fcisflori h Co lb 



Int+ch. StfUtmi Corporation 



Serious 
About 
Business! 
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ftetir^Tifcen^ Account fur rumwurklntf 
Spiijijsp. My uinl^ULndin^ thai a to- 
tal di iB^i^^ mmy bt? tcin!_ribut«i e:it:h 
ytaar bd rwn fiefrflirmle IBA« — uti-e fur the 
working spouse and one for the nun- 
wurkiiLp spoiirH- 1 — 'imd that neither jic- 
cuunt may receive more than $£0UU m i 
given year, but a Rwrn kr|{«r than $250 
niuy in.- allocmtfid to the nonworkiriL- 

Ralph E> Gakmkr 

Vwc President 

T-W. Gamer FckmJ Company 

Wir^tnji-Salenu NX* 

Kdjtor « Note; .yfr, CarttffT* u ctrnmL 
A uTorkhtQ spo u&f mag &hw#t$ thf 
fumU put I hft.o thr two Ik As no that tut 
much a* SiKWG </oe* into the h<fflvwrk> 
fng sjtQtw'* IRA Turf little m jPJJO 

tifSJSO mttfif tjft iftfo carh IRA. 
ffti more titan Si*$SQ mag go into the 
two of them roruhin^d, 

A mess in Massachusetts 

"'The Other Prevailing Wage Lav>V 
[June] was in excelknt roundup of dis- 
parate state tars* which range from 
the reasonable to thr- nmiuilnLi.- Iju-refi 
ibiy + the BiMt^^hurtt'LLs lavv, nrhkll falta 
Into the latter category. L«s tbottt to be 
mft(!e evt'si warae. 

Though there was a recent effort to 
correct thfl archaic 1914 state prevailing 
w&gp Iniff. the AFLrCIO, a mister of 
special-interest polities in Massachth 
tvettjB, nble to miiih the ntMAAure. 

\niw. rnthf?r thnn trying to device A 
more prcieCi«iS iuw„ same stsfcte legi§Jfi + 
t.twz ure sufipot-LinK 1 bill that wilt actu- 
ally toughen |RJEiakj^. 

Onr Contention a Lhcit the extraordi- 
narily restrictive mid highly inflation- 
ary future of the current statute is lo 
blame for the eurnint nnneompliance. 
More Htrin^ent W!fwttW< are no nnswr. 

SraPttU* P. TO€CO 

Emnjtivi' Director 

Assocbted Biitld^r^ and Coritractore 
[^.xington, Mass. 

Health care fartim needed 

Re; "Price Ceiling That Could Rmiae 
Rmployt'ri 1 CimtA u (June], 

Business mu.-rl iilhlhI r.hkt the health 
insurance underwriters provide cwi-d 
fectivr benefits Auch an incrmied a>v- 
eriLej*^ for outpatient Hungry Jiod 
din^noMtic workup 

M«it commercial irtNurctoee cotrtnwto 

;irV rati-il re In i lU\ eljf. IVJieli ihv HH- 

plover is kforjried that pmrnjumj have 
been exceeded by ctniins P the prfvniUfltt 
are aittonuii^iUy mijuhtesi upwanl *n 
rov*?ni^e b* refltierd. Tlwre L** ll *ik r ninr 
cunt factor mjKsbi^ from the equation, 
which h the (imfils nude by tht> i:uiiv 
riiereinJ ynd^rwriii^ through 
ment of the p«;) I toy holder*' premiiirn*. A 



IMirtioii ii f thes*' ^ainn sfmoid \^ -IllinhI. 
thereby reriueintf proposed i-jLte in- 
crepes. 

Rmme»d> Inlx'ir. irjuMrfmin- oriderwrU- 
erit and the health care industry butsl 
develop an open fnrum so theae prob- 
bmJi am be dJsctmfierl anrl suhuifln* 
agreed on 

Thomas P. Fin lev 
Executive Vice President 
Arizona Physician* Rei few 

Organization 
Tucson 

Check the trash bin 

The jerioasnes* of employe pilferage 
wan presets ted dearly and succlncLly in 
M How To Foil Employe Crime" [July]. 
But the checklist ignored t?ne fre<iuent- 
ly uMd loethod of employe theft— the 
refuse eonlair^r. Typicully, an employe 
removes merchandfc^ from the building 
bj* pjocja^ it in a cardboard hox r which 
in riepoftited in the traah cuntainer and 
ivii'irvtu! httfir iiiin nitfln.. 

Many Firms have solved Lhe problem 
by itujudliog solid waste compaction 
aystfima, which eliminate the need for 
the omptnye to go OWtHide tn dispose of 
refuse. 

PriTftident 

Marathon Equipment Company 
Vernon, Ala, 

Why education suffers 

Re: "The Crisin in Our Schoob" 
IJumesJ. Kitpatrick r July]. 

Our [whlfe school system is certaWj 
in trouble. But Like problems public edu- 
caton* ftiee were not created by Lite tu- 
ition tax credit proposed by the Fleagun 
ndnu nitration or by the merit [my pro- 
poaalsi AU^^eiitei] by Gov, Lamar Alex- 
ander of Tennessee, 

rLather, the fjroblems emanale fruiti 
the inadef|uucY of instmetion, the defi- 
ejeiicies lji iln- curriculum, the lack of 
■rummitinent by parents and the perpet- 
ual cofKMit by politicmns nt nil level*. 

fa k any wonder that private schools 
are thriving in lueh all ejiv iron mt jM'.' 

Atluitta 

James J. !Olp!i trick failed tn emph*' 
!?«e one more cause of bud ^dMeiatrmi^ 
thw pressure brought by mirteritj 
groups uc force uuijutitirLed tcaclierf 
into the school ^yKlenj. Tliifi Meme pruft" 
sure w abio rcstjwnwible for the nptfjj 

many firyi-mte city and stati* ciilteg*^ 

If. s-vfihd . ■ ■ liLtuv 

Wr i-.HUiiil rum -ft tllr >»ill> f'l" 

disc rim iiuLt ion by placing teaxherw >JJ 
jobs nud stndentu In cnlk>^ fwr whit fc b 
tli^v are rn>1 i|trtitfted 

Kattcimih. N Y. 



AT THE RATE YOUR FILES ARE 
GROWMG YOU MAY SOON RUN 

OUT 




Sooner or later you have to face the fact that 
C*aper is overtaking your office. 

And just shoving it in file 
Meters and cabinets isn't 
^rxj to solve the problem. 

What you need is the help 
^ File Management 
Systems frorn 3M 

Willi a mjcrographic filing 
system, for example, you 
reclaim much of the 
you ntw use for 
^cord storage and put il 
^ rnae productive use. 
Tfeu can also make 
Jr office workers more 




productive by reducing the wart for file retrieval 
And you can virtually eliminate the problem 
of tost files, 

So before your filing 
[problems pile up any higher, 
send for our free booklet on 
file management Its one 
document that can save 
space instead of just 
occupying it. 

Call toll-free- 1-830 328- 
1664, in Minnesota 1-800* 
792-1072 In Canada call 
1-800-268-9055, 
Operator 13. 



Please send me your free booklet on file managernerrt 



Not*. 



Company, 
rrtte 



i 1 V. J i ii'K'r- 



■ M 




SemiuG Gtfms. Fife MwgerfW! Sygi^mc Dvb^, 3M Co^or 
gilding m -2N, Si Mut MM 66144. MNm* « 



3M hears you 




MISSION: SEA CONTROL 
ANTI-SUBMARINE SYST 



cjnndyear Aerus|Kiee !i;ls had 
prime contractor responsibility, 
working with the US, Navy and 
i ts laboratories i for a number i i 
existing projects and has the 
ad vai iced c ra ( >a b i I i t i e s n i q ! j i n ■< 1 
to perform on similar projects 
into the future. 




I winy: Captor 
Mine System 



\l>\ AWU) 
CONCEPTS: 

• Configured Minefield Theory 

• All Passive Digital Signal 
Processing 

■ Advam-ed Correlation 
Technique 
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Simulated Submarine Target 



ADVANCED 

TARGET 

CONCEPTS: 

* High-Sjwri Imhedder] 
Mil roeompiiu rs 

* Real Time System 
Simulation 

* Finite Elenit s* - 



Missik- S^inii 



EMS BY GOODYEAR 



' ii m rflyr-ar Aerospace has a 
coiporate commitment of 
capital investment, to assure 
success in the years ahead. 
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SfiVANCED 



* Adv anm i Application 
[7. Strapdown 
.ytfittal Guidance 
, IJ^JJi'nvetj Propulsion 
integration inlo Modem Fire 
ni >frot Systems 



NEW INVESTMENTS 

SUPPORTING 

IMPROVED 

PRODUCTIVITY 

OBJECTIVES 

• Modern lit Water Acouslic 
Test Facility 

• lnt< ra< m ve ( Al VCAM and 
Automated Logic Design 
Facility 

• Auti.iieaiif Imununtf 

I ntegrated Circuit Testing 
and Screening Facility 

• Auloiuatie EM1/HFI Test 
Facility 

• Large Centralized 
Computi-r Facility 



GOODYEAR 
AEROSPACE 





Business 
Journalism 



VQ Business 
™' Intelligence 



Many publications report the business news. 
But only one goes one step farther and gives 
you vital business inie tligence, the kind of 
infurnialmn that is i-asy to understand, practical, 
immediately useful in the ciay-ti><l?iy operation of 
your business That publication is Nat Km s Busitutss. 

We are published by the U.S. Chamber of Com- 
rikTiv, Ihr nil is! priwerfiil business voire in the 
wi eld. We have more than 150 experts on our stiff 
who constantly monitor all the jjuvemnteni issue .-s 
facing business; high taxes, excessive regulations^ 
rwinway federal spending, trade controls. We probe 



Washing* m for the inside information youl! find 
in j where else in the business prc-ss. 

Our raider* are top rnansiKemmi |>e<vple a exeeu 
tives who need to be ahead of what is h^fjpeninK in 
business ;md g<jvemnierit For them, Natiatts 
Htaw.« ss ;\ mu.si-nead- They know were on (heir 
side — w^re the Business Acfvocate magazine. 

If yuu wanl rrmn? than just the business news, 
you should tse rrading Saturn's Business. It's the 
only source of vital business intelligence. 

Subscribe today Call Toll Fiw 800-228-5666. 



Nations Business 
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Survival Kit for Business 



FOR YOUR TAX FILE 



IRS Loss Is Shareholder's Gain 

By Gerald W, Padwe 



For decades the Internal Revenue 
Service has instated that, a shareholder 
who controls a corporation owes tax if 
the corporation provide* the aharehold- 
t-r will] an interest-free Juan. 

The IRS position has been that thin 
is imputed income in the loan: the 
amount of [merest the shareholder 
won Id have paid if the loan hud been 
obtained elsewhere, at prevailing rates. 

IKS first went tu court over & corpo- 
rate interest- free farm in 1961; it lost 
The ngenry lay low on litigating: the 
Issue for I dozen year*,, but for the paat 
t(l years it ha* taken cases to court 
again and again* 

To the relief of owners of closely held 
corporations— most of them small cor- 
porations — the courts have consistently 
^wii iin [loiiiT. iti imputing interest in- 
come; to the shareholder* Hi nee the 
shareholder would be entitled to a cor- 
responding interest deduction, 

I L appeared that ISS would never win 
a case on the issue. The ti_S. Tax Court 
and the OA court* of appeals for the 
first, second, fourth, fifth, sixth and 
n in th circuits all held against the agency . 

Then, last year, the U.S Court of 
Claims gave IRS its first victory. It was 
IRS' turn to feel relieved, hut the relief 
i Lid not I&hI lone;, The taxpayer involved 
appended the Court of Claims decision 
tn ihe new Court of Appeal* for the 
Federal Circuit {into which the Court of 
Claims haa been incorporated) and won. 
This leaves IRS with seven circuit 
court* agninEiL it. 

The list word may not have been 
heard, however. It would be no surprise 
if IBS were now to ask Con^re^ i - 
Htcnmplish through legislation what 
eautd not be accomplished by litigation. 

The "Rirfe of 78i"., 

I- 1 -r many multjpaymen! consumer 
loans — particularly on big-ticket items 
like automobile* n:wi Units— st is not 
uncommon to rind that, in the event of 
repayment before maturity, Intercut 
Uiin- will In- i'm ri 1 1 in led under Lbe "Rule 



tVvte; For Your Tbjg File k an inftrrmih 
tiott scnicr for wider* See ttur attd 
fifttwrx for guidtxnrr an fi//xpr- 

rific cooes. 
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of Tfo/' This formula can he applied to 
a I twin mvr any number of periods. It 
allocates the interest to each install 
ment period in proportion to the sum of 
all such periods in the loan, 

TfatUs, for a one-year loan payable 
monthly, each month 1 * interest would 
be based on the sum of the months' 
digit*. The sum of I through 12 is 79 
(hence, Rule of 78s), and interest for 
the first month would be 12/78 ef total 
interest on the ban, for the second 
month 1 1/7 r> and mo on. 

Because the Rub of 78a 4 'front 
load*" interest, the rule has attracted 
ritretjpp from a number of promoters 
of rvaJ estate tax shelters, among oth- 
era. JSekbg on a sentence in a UH2 IRS 
uukiiLthed riiliji^. they structured cer* 
in r*;d estate investments with loon 
irifclrutfieNl* calling f^r ititereN^ alloca- 
tion based on thu Rule, uf 7*s. TSij:- eiilj- 
tied limited -partner in victors to uvwl 
crated interest deductions in the 
investment's early yearn. 

« , * Dmwi on IRS Frown 

IRS has now clamped down on uae of 
the Rule of 7&t. A recent revenue nil* 
ingasyn that, for either cash or accrual 
basts taxpayers, an interest deduction 
may not be claimed in any year for an 
amount greater than the amount eco- 
nomically accrued. That amount is 
i.H|Unl I i.i f\ t r nit*'resl on tkr uubi landing 
balance that would be due during the 
year at the nominal rate~ 

If P for example, the loan involved was 
for Ja00,000 at 12 percent over a 10- 
year term, the amount of interest that 
would economically accrue during the 
first year of the loan would be 
$24,000—12 percent of the principal 
amount. Under the Rule of 7K», the 
uniuuni i>f iju. n-r.r iji (!;«■ hr^t year— 
and bo the deduction— would be much 
larger. Thus, Rule oT 7Hs shelters wilt 
become much more difficult to promote, 
and those who have already invested in 
aMh uartnerships will likely find, if 
they urf audit^i that tKS i* uiu\vmpa- 
the in- 
One exception has beifii made to the 
new ruling: When Uw note is for no 
more than five yeans roritains lam 
payment provision* and hait no balloon 



payment iif principal ai terminai.ioa, !li^ 
Rule of 78s may still be used. Thus the 
average automobile loan will not be af* 
fecteri by the ruling. 

Excess Inventory 

In IS>79, in the Thor hwt r T<utt t-a^v. 
the Supreme Court settled a ion^'Stuml 
it3js r co rs trove rey between Uixnuyers and 
IRS by upholding [RS disallowance of 
writedown* uii t(<n'ulled v\t-t>*h inveET 
tory — unused, top qualify inventon,' in 
exeeas of aales expeeLed in the near 
future. Such excess can easily arise 
when a manufacturer must maintain a 
supply of .spare pam h-r i.d. r rrHKlels 
■ if rriadurH-.- ilu Im.^i-r h- iri|.- suhJ The 
ifiiinufiicturer is reluctant to scrap the 
spare parts not needed to mefU demand 
forecant for the next steverul years, be^ 
cause the cost of storing the exceaa 
parte » relatively slight and there is 
alwayaa chance that salea may be high- 
er than predicted. 

In on effort to circumvent the Tftvr 
ruling xtymv taxpiiyers have sold 
cesii inventor)' to other entities. Sato* 
are generally at scrap value or some 
other prick below cost lift) a toss i £ 
taken on the sale. In most of the traits 
action^ the seller has retained various 

Mrine;? 1 1 ; ■. ^-rof n-riy, \h\i\ il ^uii 

h>> r-jiiiri-luis. n w henever Eienzesbary Ln 

M etartomear ordem The repurchase 
fjrice is generally set so as to i!OiTipen- 
sate the buyor for holding the gotidk 

B<H:auKe of the paftifived (tfHenLid 
for abuse, IKS recently i^Hued a ve- 
nue ruling disallow inj? a loss on sutih 
sales when the seller is deemed to have 
retained suhsUuitiaf rights of owner 
ship. Among criteria that IRS says will 
indicate a true sate waa not intended: 

■ The aelter retains buy-hack author- 
ity. 

• A buy-hack price or formula m pt*~ 
determined. 

* The purchaser does not have the 
unrestricted rijrhl W *ell or scrap the 
inventory, 

# The tmnsaetha hax \\n< ei-onomic 
characteristics of a financing arraiij^ 
meuL 
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THE REASON MORE 
INVESTORS ARE 
TURNING OVER A 
NEW LEAF IS PURE 
AND SIMPLE 

9999 PURE GOLD. 




That's the fineness of ihc Maple 
LlmI yold coins bcinp si ruck riyhi 
hen* in North America. 

It means ihai we've made the 
World's purest 00 J d coin even purer. 

it means thai the Maple Leaf is 
•4 cum of enduring heauty. 

nihility Ami value, 



Olheryold coins may try (o 
impress you with [heir purity But 
(here's unh one impression that 
counts. 

The WW r bat's si ruck on everv 
Maple Leaf. Thai, purely and simply 
is [he reason why more investors 
arc turning over a new leaf. 



j I mum In burn nmm ifrwri 
I 1 um«| 1 mi ■ rw» k-il 

ikiMli it* mm ikr ' fc 



I toe 4* 

1 



Canada's Maple Leal 

THE PUREST GOLD COIN IN THE WORLD 




Call 80O-3.1H75O for (he Maple Leaf (killer ncaa-si u»u 
Jn Oklahoma call 800-722-3WX). 

Canada A ' 
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SMALL BUSINESS 



a Conference Coming in 9 84? 




A nmw White House meeting devoted to irmH business — ihe Mmi wee held 

In 1340 — could drew uwil thousand business pe&pEe as delegales end observers, 



Although it may not be tailed the 
White House Conference un Small Busi- 
ness, there is a growing bkelihood that 
some gathering of that kind will be held 
before Lhe 1984 presidential election* 

Recently 54 senators sent a letter to 
President Reagan requesting thai a 
conference be called this year, One of 
the signers. Sen. Alfonse D 'Amain (R- 
N,Y*h Bays. 'Today, as we enter a peri- 
od <rf economic recovery* every effort 
mtusi. be made to ensure small business 
is a part of the recovery process. 1 " 

Small Business Administration head 
James C. Sanders favors a conference. 
Daring dl recent appearance on UiftXel, 
the natron wide television network of 
the tfJfc Chamber of Commerce, he pre- 
dicted that some sort of conference 
would be held, "possibly next year/' 

Sanders also warned against compla- 
cency: M Republicans have to guard 
against the thought that, since 85 per- 
cent of small business people are Re- 
publicans, you can safely ignore them." 

The first White House Conference on 
Small Business, which was held in VM} r 
wan attended by more than 1,600 dele- 
gate* and U^K) ob-w-rv-'r*. 

Minnesota Tests 
A Loan Program 

A new secondary market for Small 
Busmen* Administration -guaranteed 
loans is being created in Minnesota and 
could expand to other states in the near 
future. 
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Under the "Minnesota Plan/' a dem- 
onstration program set up by the SB A 
ami the Minnwita Smalt Business Fi- 
nance Agency has been capitalized 
through a S'JO million bond issue, The 
bonds have been purchased by the Min- 
nesota Sta.lt* Bnard of Investment. 

The capital will be used to buy up U* 
120 million in SBA-gURrsnteen loans 
with a fixed 13. 2 percent rate for terms 
ranging from 7 to 20 years. When the 
finance agency buys the loans from 
banks, capital will he freed for further 
loans by the- hanks 

As with any SBA-giianinteed loan, 
the small business person who wishes? 
to participate in the Minnesota Plan 
must go in a local bank The SB A will 
tfuuniuiee ' J " penu'Sit '«f euch loan, up 
tn a maximum of 850(1,1X10, with the 
bank liable for the remaining 10 per- 
cent in the event of default. The finance 
agency will buy the SBA-guannteed 
portion of each loan. 

Loans under the Minnesota Plan can 
be used to finance land, building*, ma- 
chinery and equipment purchases and 
improvement*. Working capital and re- 
financing loans will not be available 
through the plan, Jjoans will ta 1 ser- 
viced by the lending hanks, with the 
aervieinii chargf included in the inter 
eat rate 

M Jean Laubach, executive director 
□f the finance agency, »ys, "We feel 
that the fixed-rate and long-term na- 
ture of these loans makes them very 
competitive, Small b twines* owners are 



looking for this kind of imeri'St rule 
predictability," 

The plan will probably be extended U> 
other states if it proven successful in 
Minnesota. 

The GOP Will Hear 
From Small Business 

Smarting Under criticism for not hav- 
ing formal input from small business, 
Lhe Republican National Committee has 
decided to set up 1 chairman a small 
business advisory committee. 

The size and composition of the com- 
mittee are still being decided, but indi- 
cations are that RNC Chairman Frank 
Fahrenkopf will select some members 
from the Director* Club, a 500- member 
RNC" fund-raising group, and others 
from active, established hu&inesfi afif»o- 
ciatiojih already working on small busi- 
ness issues. Members will no1 be re- 
quired to be contributors to the RNC 

An RNC press spokesman says the 
adttenry group, similar to one estab- 
lish ed last y*ar by the Democratic Na- 
tional Committee, will devote itself pri- 
marily— about 70 percent— to reporting 
on issues. 

A atnall business group within the 
Director? Club will also provide input 
on issues but will devote itself primari- 
ly to fund raking. 

Fahrenkopf says that the chairman^ 
small business advisory committee will 
define the problems and concerns of the 
small hupineufl community. Ha experts 
the group to produce recommendations 
for legislation and regulatory relief 

Like its r>e(tHM'ratii! rmint^rpart, th*' 
Republican small business group is i-v 
pected to play a prominent part in the 
d n fling of tlje \W4 platform. 

Fahrenkopf believes the new commit- 
tee will serve a* a conduit for small 
business people throughout the nation 
wim want uj communicate their prob- 
lems and views tn Washington. He say* 
his committer wlII pas* un r>ueh in for 
ma lion to appropriate "ffirials in the 
Rnaga n ;n i mmM ration . 

The Democrats are already hearing 
from the I democratic Small Business 
Council composed of some LOO men 
women who njierate small enterprises 
throughout the nation. 

Bernard Featherman, chairman *>' 
Western Steel Company in Philadcl' 
jihia, heads the council, which whs cre- 
ated by the Democratic National Com- 
mit IM iii lima, He pays that the 
concerns of small business should he a 
nonpartisan issut? and should ih- n.tl 
dressed by both of the major parties 
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AGRICULTURE 



Mexico Will Import More U.S. Food 



Drought and continued financial 
woes will probably double Mexico** de- 
mand far food imports this year, 
with grain Htifl oilseeds leading a long 
list of products whose total value could 
exceed |2 billion. That appraisal comes 
from John Montel h L".S- agricultural 
counselor En Mexicu City. 

The Mexican dream of agricultural 
aelf sufficiency, says Mantel, is vanish- 
IHJ?. at least for the foreseeable future. 
The water-Hhort nation— the combined 
flow of all of it* ilyiil does not equal 
the flow of the Mississippi River — is 
perilously dependent on rainfall, an un- 
predictable variable irk planning. 

Further* with the value of it* oil ex 
pofta diminished, Mexico will have to 
borrow inost of the money to pay for 
American imports from the U.S. Com- 
modity Credit Corporation. 

Last December Mexico abandoned its 
cherished goal of becoming self suffi- 
cient at leas* in corn and bean*- ite 
most ini|)ortint food*— and it intends to 
fety more heavily than before on im- 
ports of higher quality foodstuff ft. Mex- 



ico will be buying dramatically larger 
amounts of American cam, sorghum, 
wheat, soybeans, sunflower seed, cot- 
tonseed* crude Vegetable oil, soybean 
meal, tallow, dry milk and egga. 

Tough Trade Talk 
With the Japanese 

Commodore Matthew Perry , who 
opened Japan to U.S. trade in 1B54. 
could never have imagined that one day 
the Japanese won Id become American 
farmers' biggest foreign customer — or 
that it would be ho tough to sell them 
hamburger*; and orange juice. 

It will take more than Perry's ifru- 
doua manner* to persuade the Japa- 
nese to buy more than the £5.5 billion in 
food and fiber ihey imported in 1982. 
The Japanese already purchase huge 
amounts of pmins, soybeans and cot- 
ton, but the United States is pushing 
hard for removal of Japan's strict quo- 
tas on beef and citrus products 

Trade talk* began in earnest last Oc- 
tober, and U.S. officials report strong 



Ptrry * 1654 landing si Yokohama 
American trflO* with Japan 



resistance to their attempts to lower 
quota barrierft, 

In recent years. American protests 
against Japanese trade impediments 
brought iuome duty reductions and the 
relaxation of other controls on Ameri- 
can agricultural product! like ciga- 
rette* , chocolate and cookies, but U«S< 
officials were disappointed overall. 

An agreement governing U S. -Japa- 
nese trade will expire March a]. ISM4 

FINANCE 



The Plastic Peril: Bogus Credit Cards 



Altered anrt counterfeit credit eanis. 
la*t year resulted in worldwide indus- 
try lo&aea of million, and a crack- 
down is in the wort ft. 

flight members of the Houses Judicia* 
■7 Committee, led by Rep, Hamilton 
P^h (R'N.Y.)p are ftponftorintf legisla- 
tion that wo alrl make credit card coun- 
terfeiting a federal crime and impose 

lhal credit card genuine? touii from 
Counter! V |t tarda hava risen sharply. 




etiffer federal penalties for possess inn 
of counterfeit or altered cards and pos- 
sesion of equipment used in producing 
counterfeit amis. 

Law* against credit card misuse al- 
ready exist, but, says William Neu- 
mann, vice president and head of aecu- 
ritv for Visa, a major credit card issuer, 
"our experience with card fraud investi- 
gations tells us that putting such provi 
items in the U.S. criminal code will en- 
hance enforcement efforts** 1 

M>- i i : 1 1 1 ■ r redit card fraud cate- 
gories — stolen cards, Insit cards, cards 
not received in the mail and counterfeit 
card*— <jr im the latter category (bat has 
shown the moat dramatic increase in 
offenses. 

Counterfeiting lenses involving Visa 
cards totaled $11 miUkm in ISn-82; 
says a Visa spokesman — IB times 
greater than the previous year. 

Tax-Exempt Bonds 
Attract Enemies 

The explosive growth of tax-exempt 
industrial development bond* has Aqme 
members of Congress bent on curtail- 
ing the bonds.' attract! vefuefta to the pri- 
vate seW/iras :* financing vehick- 



But ll>Bfi also have strong support- 
er^^ for example, the U.S. Chamber of 
Com mm hacks the bonds as. "useful 
and valuable tools to encourage com- 
munity development, economic re vital * 
iuitton and private aeetor job creation." 

The bonds, which are issued by state 
and local governments to finance such 
private activities a* pollution control at 
below- market rates, ''have bred Itke 
rabbits," claim* Rep. J J. Pickle {I>Tex- 
as). In 1975 only $5 billion worth of 
IDBs Was issued. la* l year's vutume 
ww $41 biltbm, 

Pickle has introduced a bill to require 
stmight-lirjfi depreciation inatead of ac- 
celerated cost recovery for all 1 1) B- fi- 
nanced activities except low- and mod- 
crate income rental houafng. The Ui 
would also place additional limitations 
on Mm a IE- issue ($10 million or lean) 

itms 

Federal revenue looses attributable 
to IDBs are projected at 513 billion an- 
nually over the next five year*. John E. 
Ohapnton, assistant Treasury secretary 
for tax policy, would like to see Con- 
grega "impose state volume limitAtiona 
on all private -purpose tax-exempt 
bomls," 

The Treasury Department also wants 
the tax exemption ended for IIiBh 
backed by federal deposit insurance. 
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POLITICS 



Who Should Set Lawmakers" Pay? 




Howard Baksr. He * art 1 4 an outbid* panel 
10 decide whet Congret* should be pikt 

The Senate's 49 to 17 vote in June to 
give itself a 15 percent pay boost and to 
delay putting? a cap on the amount of 
each senator's outside income has accel- 
erated the controversy over Capitol Hill 
salaries. 

An a result, took for the Senate be- 
fore the end of the year to debate and 
pass a proposal, introduced by Sea, 
RiiAnen B. Long (D-La,), 10 amend the 



Constitution ad that Congress no longer 
seta its own salaries. Instead, an inde- 
pendent commission would fix pay lev- 
els. 

The ktiy backer of Long's proposal ig 
Majority Leader Howard H. Baker, Jr. 
(R-Tenn,). Baker plana t/j retire from 
the Senate at the clone of the 98th Con- 
gress next year, and he hopes both 
houses pass the joint resolution before 
he leaves. 

Baker is urging Senate Judiciary 
Committee Chairman Strom Thurmond 
(R-S.C.) to man the Long proposal to 
the Senate floor for final action this 
fall. But that would be only Lhe begin- 
ning. It muat be approved by two-thirds 
votes in both houses of Congress, and 
then three fourths of the states must 
ratify it, before it becomes a part of the 
Constitution, 

Although iiaker was among those 
voting for the $S*Jftfi boost in pay that 
puts senators at the same salary level 
($69,800 a year) as House members, he 
says he would prefer that senators be 
paid Jess money and that Lhe Senate he 
m session only half of each year. 

Baker says members of Congress 
have become "'[itUe mare than federal 
bureaucrats'* who have lost touch with 



the people back home. He complains 
that he and liLs colleagues produce 
overly complicated bills "that sound 
like we do not know what we are sup- 
posed to he doing:, and We do not." 

A Conservative Tilt 
By GOP Freshman 

Analysts at the Fund for a Conserva- 
tive Majority, a political action group 
hh«udi]uarteri- i d n*-ar the Capitol, report 
that the 23 Republican freshman mem- 
bers of the House appear to be "cons is- 
tentiy more conservative" than their 
more veteran GOP colleagues. 

Fund Chairman Hubert C Keck man 
says the analysis was based on votes on 
five key iflauefl in the t*80i Cong reus 
The 38 freshmen voted in agreement 
with the Fund's conservative positions 
63 percent of the time; the rest of the 
House Republican* supported the Fund 
only 57 percent of the time. 

"This analysis," saye Heckman, 
"shows that the GOP freshman class is 
significantly more conservative than 
many political analysts and members of 
the press consider them Lo be." 

Included in the analysis were votes 
on the nuclear freeze resolution and on 
three hills that were labeled "budget- 
bustero" by the Fund, 

INTERNATIONAL 



The "Shootout" Over Control of Exports 



An aide 10 Sen. Jake Gam (R-Ttahi 
predicts a "real shootout" next month 
on Capitol Hill when House and Senate 
conferees try settle differences over 
e\ tending the trivial Expert Adminis-- 
Ira Lion Act. As things *tand r that law 
will aspire siepte ruber M*. 

American business, along with U& 
foreign policy and national security, 
will be affected as members of the 
House Foreign Affairs Committee and 
the Senate Banking Committee, chaired 
by Gam, try to reconcile differences in 
the versions of the legislation passed 
by the two house*. 

A key issu*: Who should control the 
licencing of UM+ esportiT 

House conferees will push to contin- 
ue Ifcensmg authority within the Com- 
merce Department. Gam. however T ia 
determined to shift that authority into a 
proposed Independent Office of Strate- 
gic Trade. 

The danger business sees in such a 
change ii that export control* might 
then be used as a weapon in Interna- 
tional politics, with sales of non mili- 
tary, high-tech goods to Communist na- 
tions being" cut off. 

Richard Kaufman, deputy director of 
the Joint Congressional Economic Com- 

1ft 



mittee, say a that "U.S. firma worry 
that, as export controls clamp dow n on 
products where they have competitive 
advantages. Eastern markets are hand- 
ed over la foreign rompetitora," 

Heavier Traffic In 
The Pacific Basin 

The coming boom in U.S, foreign 
trade will occur in the Pacific basin, 
international forecaster* say. Burton 
Levin, U-S, consul general jo Hung 
Kon^, predicts that "if the present 
growth rate continue^ Thailand > Ma- 
btysia, Singapore, Indonesia and the 
Philippines will be America's largest 
[combined ] trading partner* by the end 
of the decade," 

Citibank Senior Vice President Kent 
Price, also stationed in Hong Kong, 
says the British crown colony has at 
Lracted more tf.S. investment than any 
country in the Western Pacific region, 
except for Japan and Australia. 

U.S. investment in Hong Kong now 
rep r e sen t* 42 percent of all foreign in- 
vestment there. Price says, followed by 
the Japanese with 2tt percent and the 
British with 8 percent. 

But Britain'* 99- year leaw on moat of 



the colony mas out in 1097. and Chirm 
is expected to resume control of the 
leased portions at that time. 

A push is expected in Congress for 
Lhe United States to create itb wn 
"Hong Kong" on Guam. That Island i* 
,stratijgi(5il|y located in I lib- Western Pa- 
cific, but unlike Hong Kuntf il so far 
lacks the HpeciaS rax uod investment 
>wi-etenerf{ m-tvssfcrj h. iiUracE Sarge- 
scale international trade 

Hong Kong: Will it» relurn to Cninsss rul* 
open m* way I or devetoprnanr on Qua m? 




LET E-COM "SIGN, SEAL, AND 
DELIVER" YOUR MAIL FOR LESS 
THAN YOU'RE SPENDING NOW. 



There's a better way to send out com 
puter-ohginated mail. The Postal Service's 
E-COM Service. It lets your computer 
transmit directly to ours. So you can send 
announcements and invoices, for example, 
while you bypass a lot of work-and expense, 

E-COM Service w a cooperative effort 
between private eector communication Ciir 



riers and your Post Office. Here's how il 
works. Once your by stum i*» H**t up for E COM 
Service,, your computer operator simply pre- 
pares the message. It's then transmitted as 
data, by telephone or other communication 
carrier, to any one or more of 25 Serving Post 
Offices throughout the country And E COM 
Service takes can* of all the rem 
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h given you nil Hi i*- which nil* your lab™ 
rwU. iflo-fnr 2n> Fur tiw firwl putfL 1 -- And nnly 
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Jl wmiey™ time by tattiiipyuu 
Lrui»nut your rrw*wypdJr*ctty to 
the Pmt Offk* by (# faphww fir 
other coruij anient juti ouricr And 
il nave* time by printing your 
moaft&gc right at the RmI Office. 
TtidMi it den vein your mmi nijURi 2 
dsya at leu. 
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yotir ponimuniciitiiii ■ ■! : - r nr ynur 
iucnJ Puetrniinter. 



E-COM 

IT DELIVERS SAVINGS ALONG WITH THE MAJL 




Growth Dampens Ardor for Tax Hikes 



Faster economic growth is becalming 
the tajc-increase movement on Capital 
Hill. Ordered through the congresslr> 
ual budget resolution to raise taxes $78 
billion over the nest three years, the 
tax-writing committees have not shown 
enthusiasm for curbing the recovery. 

According to Treasury estimates, 
higher growth will add more revenues 
in 1984 and 1985— about $40 billion— 
tJtari would the higher taxes envisioned 
by the budget resolution. The House 
Waya and Means Committee is consid- 
ering new limits on employes 1 fringe 
benefits and health insurance deduc- 
tion? find a freeze on a dozen personal 
Lax cuts approved in 1981. 

A group of Republican senators say 
they will oppfiae any tax increases. In a 
pop Lalk to thv White House staff. Proa- 
ideal Fteagan said he is against any 
new taxes this year or next 

Even pessimists are surprised at the 
strength of the recovery. At midyear 
the administration revised upward to 
5.5 percent its estimate of growth be- 
tween the fourth quarter of 1982 and 
the fourth quarter of 1983, 

Treasury insiders say chances are 
very good 11 that the final figure will be 
close to 6 percent for the period. That is 



twice January's forecast. Treasury Sec- 
retary Donald Regan says the growth 
rate probably peaked in the second 
Quarter and could fall slightly in the 
third and fourth quarters. 

The Bright Side 
Of Rising Rates 

Are rising interest rates an early sig' 
nal that inflation will soon be on the 
rebound? Definitely not, says the Trea- 
sury Department's economic policy 
chief, Manuel H. Johnson: "Inflationary 
expectations may be squeezed out even 
further . . . by a temporary rise in short- 
term ran?*." 

Reining in runaway growth in the 
money supply— already above the tar- 
geted increase for all of 1968— should 
calm the nerves of jittery credit mar- 
kets. Wall Street ie anxious for fresh 
signs that the Federal Reserve will 
avoid a repetition of the roller coaster 
policies that produced ever worsening 
bouts of inflation and recession for 
over a decade and a half. 

Short-term interest rates will rise, 
Johnson cautions, until a new balance 
between supply and demand for credit 
is established . 



TresiKury Secretary Donald T. Regan 
predicts interest rates will be luw^r at 
the end of the year than they were at 
midyear. 

As the Fed goes hack to tested for- 
mulas for controlling inflation, it could 
be 8 little less secretive, Johnson com- 
plains, "it would be useful if they 
shared their information. 1 ' 




Treasury Secretary Donald flegan »o#i 
biuret! retee down by Uta Hi a1 NHi 

ENERGY 



The Need To Build More Rawer Plants 



k government report forecast* an 
"ominous 1 ' drag on American produc- 
tivity over the next two decades unless 
the electric utility industry undertakes 
a $1 trillion plant expansion. 

With electricity demand predicted to 
grow more rapidly than the gross na- 
tional product, a far larger generating 

Trie delays of power plant construction 
threaten Qrowtfru a pa net aaya, 




capacity will be needed t the report 
warns. It was written by a high-level 
niuftiagenry task force headed by Vice 
President George Bush, 

J! Failure to pursue economic invest 
meats in new supply will have a sub- 
stantial adverse impact on electricity 
prices while, at the same time, increas- 
ing oil import levels and serving as a 
damper on economic growth , M the re- 
port aaya. There have been over BOO 
delays or cancellations of new coal-fired 
or nuclear facilities over the past three 
years, the report notes. The slow pace 
of conversion from costly oil- and gas- 
burning plants to coal and nuclear pow 
er over that period will, rt says, add $20 
billion to consumer electric rates by the 
end of the century. 

Fears that raising the required $] 
trillion will drain American financial 
markets are unfounded, the report 
say*, since it is unlikely that electric 
utilities will require a greater propor- 
tion of domestic private investment 
than they have historically needed. 

With its present resources, the report 
concludes, then » no guarantee that 
the industry will he able "to continue to 
provide adequate future supplies at 
minimum cost" 



'The report," says Edison Electric 
Institute spokesman Kirk Willison. 
"points out some very, very important 
things about our future needs. We rec- 
ognize the challenges we face/' 

Is It Time To End 
Federal Energy R&D ? 

In the future the federal government 
should leave energy research to bus> 
ness, That is the recommendation of the 
Heritage Foundation, u Wanhingtun- 
I lUM'd think tank 

"Transferring energy research bar* 
to the private sector wuuld nervr to 
depoUticiKe energy research, stabilise 
funding and ensure thai research prinr 
lues are appropriate to the real needs 
of the energy mark* t;" a recent Heri- 
tage report says. 

Citing the billions of dollars the gov- 
ernment has spent on ultimately utisiio 
cessful research efforts, the report 
asks. "Could it be that the problem i 
not with th*; nfwcific research project 
themselves, but with the whole notion 
r.jf federal energy research ?" 

Heritage calls for a private energy 
refituirrh trli.it fund, to which comp** 
nies would run tribute in direct prop*' r 
toon to their use of the fruits of ^ 
research funded by the trust fund, 
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Introducing Simon* 
The ultimate accounting systei 

for small business. 



Simon, Monroe's new Model 7860, 
brings microcomputer power to 
Ledger Card accounting! 

Never before such feo lures in this prke range-, 

• Auiornafk old balance pickup 

• Automatic forms alignment 

• Automatic head-up of new statements 

• Automatic aged trial balance 

• AuTaniaf k optional service charge 

• Up to 50 general ledger distributions 

Totally unique. Simon is simple to learn, easy fa uw?. 
far, the familiar Ledger Cord* let you check on any cus- 
tomer's status— on/lim*. 

The size of n typewriter and weighing only 23 pounds,, 
the 7860 houses its own bidirectional printer. Automati- 
cally generated Sales and Cash JournaJi and General 



ledger Distribution Report are prinled in minute*, 

Aft for on IncmSbta $5, 48" a day f 

Most M on r o e branch offices have already received Simon. 
Call your local branch for a free demonstration. For more 
irifui rrialion call our toll-fret? number or complete the 
coupon todojr 

800-536.7843 fxt. 444 



Monro* Systems Fer But k nets 

fh* A*wi«hi Wood. MorrH Pldma, hW Janey 0^950 

d Ye*, rd lik* a *r« d*#ti«Mif aitan fa «y office. 
O iWtoje tMjp rYt* more iiiriof rnotiofton S4erni< 



ES MONROE SYSTEMS FOR BUSINESS 



P** mantti Ihiouah Vifloe &n*ftj*tn<n cVwHI Cwpo- H*oo ****** nMrt *Mtt|Ml 
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The Ogallflter Lh* world $ largest 
aquifer, iiretchei fcwnealh eigM slate* 
Ones il seamed imxhJtiaiHile — \\ held 
€&0 IrtHlon gallons of fresh wafer — 
but now the water table i* dropping as 
me Ogelialu ki drained by 300,000 weJItt. 




FWi-, w sun 



vf.r the fast 30 years, the United 
U Slates has. doubled its ™aump 
tion af water to a staggering 450 billion 
gallons & day— 2.000 gallons for evt»ry 
American 

The experts expect those numbers to 
keep increasing > precipitating a re- 
Hource crisis thiit could fwvtr hp stinoH* 
!bTi impact cjn the economy a* did the 
energy crini* a deead* ago* 

"The rtisift of the lTODs on the domes- 
tie tide will be lack of water far damea- 
tJc use," say* Interwr Secretary Jamea 
G. Wati. He warns: 'All effort* to pro 
mote growth and employment, to in* 
crease agricultural pros}ivTity t tt* pro- 
tect the gnvLranmenl and to revive dor 
cities will mean nothing, unk'h±> we car 
meet society p a need for water, ' 

Other Toice* are founding similar 
themes. 

Rep, Robert Roe (Li-NJ.j, chairman 
of the House WaUt KeftotirccA Subcom- 
mittee,, aaye of water shortage*; "Peo- 
ple say it is a <rrisia waiting to happen, 
[l u aft crisis now/' 

The American Farm Bureau Federa- 
tion predicts that "a number of a etna in 
the United States could face critical wa- 
ter fihortsgHi m the year* ahead" A 
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The Approaching 
Water-Supply Crisis 

Business will be doubly affected 
by looming water shortages: Through 
the overall economic impact and 
through tax costs of solutions. 



By Henry Eason 



nr.-jK.rl h> cho f^U-ml Water K*"*nurvps 
Council lint* problem* of biadi;4pmu- 
surface water supply in all 21 of the 
iiiitmn's w-aUt tqmojtflm Hgitafc And* 

an. 1 now experiencing itlikJ^ tei lo 
tensive if round water overdrafting — 
withdrawal* at i fanter rate than re- 
ptt-Hiahnwnt- 

One of the mont prommenl example* 
of :i t-riTirjil wnt^r -ii jfipU *iniiitir.in cen- 



ter* on the Oftnt]ala< the largest aquife 1 " 
bi the world. It stretches for AGO mih* 
beneath South Dakota, Colorado. K& rtJ 
aus, Wyoming. Oklahoma^ Nebraska- 
New Moxko «<al Texas (see ma|>> a^' 
one* contained more than CG0 trills" 
gallons? of fretfh water 
Sen. Pete Dornenici (K>-N.aU 

hiLh Ihm'H LirgiiiK udupl.iurk uf : Jiipf^ 

htinflivo national wuier policy, point* 
out that the Otfallala in now wrvirtjt 



%lcuMure and related industries are 
Jr e htawj** t uiin at water In the United 
ita ^9, tskfng Al percent of all of the 
drawn ogl for human us*. Tftim 
T^Oitkari project In Arizona enables 
l ™*itton of wheat ki arid regions. 

the water supply fur 1*11 conn tie* urrj 
Helping to j,laJtv the i.hirsJ r i-f 40 |nwnii 
uf our nation's beef cattle. To meet ibis 
ffeftil, it being depleted by H million 
fccre-feet of waiter yearly, fin arre-foot 
ia the amount of water needed 10 rover 
one acre to a depth of one foot) 



Comk 200,fiQ[) wetis now draw water 
^s? from the Ognllala, and its waljjr 
Uible ( 1 lis dropped 1 13 tci tii feet over 
Btoa than fiU,OO0 square miles, Al- 
ready, abandoned farmland in northern 
Texas is littered with rusting irrigation 
pipe?* thai once earrird water from the 
aquifer 

Heavy withdrawal in Florida has bo 
rHuced groundwater levels in some 
Places that seawater contamination of 
fresh water Is a real threat The drop in 
that state's water tabEe has spawned 
"ink holes into which automobile* and 
even building have tumbled. 

In the HoiiHton-GalveHton area, Sand 
ha* been linking as a result of water 
withdrawals to such an extent that 
r ^ads, railroad trucks and bridges* lutvt- 
woken up. In the Phoenix-Tucson area, 
fcuhsidence has created a trench 12U 
miJtH lonjr jmd, in sonic places, dozen* 
&f feet deep. Seasonal droughts regu- 
Itrly tax water syxtem* throughout ihe 
country. 

Condi turns are critical in some place* 
and wiU herons so in other 
ttreas, 

Does this mean that the 
nation faces a natural estas- 
frophe thai will leave much 
°f it an and desert? Not al 
*U- It it a matter of crisis! 
^olmjon, the expert* asy. 

like the energy threat, 
the water crisis can be man- 
ned and resolved if the ua- 
tfoti in willing to commit the 
Necessary resource 

There an? actually three 
**pectB to the problem vt a.v 
Huring water supplies over 
fang term: availability, 
^lequacy storage and dis- 
tribution facilities, and main- 
^fcance of water quality. All 
**** be dealt With in varying 
'%f.'h-. [|, r .>u^b nupply pm 
J^CLh, pmprr m:*JUi>rtMijiT]l 
antipollution effort*. In 
ease, kpwever, the coats 
tt>uh] |^ uvll fcwyimd those 
*tat*mpuitod in the past for 
wine .i-ri^ considered 
P^of the moat plentiful 
e\|nTjsivi- commodities, 
Hn water craw, actual in 



Home placet and threatened elsewhere, 
will tliu> ha vi 1 a double impart ^11 Uusi- 
ness: To the extent demand exceeds 
supply, it will affect operations, partic- 
uEarty for agrflmsbesa, and the cost of 
rehabilitating older water-supply sya- 
terns and projects and building new 
OHefl will be reflected in taxes at all 
levels of government 

Much cif the availability problem 
stems from the misalignment of water 
supplier and people. More than 75 per- 
ci-ril of the population and mo*t mami- 
f acta ring activity are concentrated on 
less than 2 percent of the (and, and 
bringing water t/j Lht^e MFttionji jfrowa 
ii ic rt 1 asi n^ I y p4i nsi ve. 

Industry and 4ApriCulture are by far 
the two largest water-conaurning sec- 
Lore of the economy, accounting for 
more than W percent of the daily total. 
Within thoee sectorSp power generation 
and irrigation are the majs>r end usea. 
Public water sappliea reprt^ent rnusior 
the balance of consumption, 

Among regtaftftp water- uae patterns 
vary widely, as shown by the U.S. Geo- 
logical Stwrey's recent report, which 
coverfl 

* Although 90 percent of all irriga*- 
twin water is drawn in the western Unit' 
ed States W percent nf all water for 
industrial purposes is used in the East 

■ Per capita u*e ranged from I9 r 00fl 
gallons a day in Idaho, a thinly populat 
ed state with large tract* of irrigated 
land, to ISO gallons per day in ft hod* 
Island, the smallest and one of the must 
denary prjpuiated of the states. 

* Three of the faateat-growinp 
states— California. Florida. Texas^ — are 




the largest water users, in that order. 
TKosm' states, combined with tdaho. 
vwithdrew 25 pewent of the water used 
in the United States in 19M0. 

Agricultural ^pedalistfi point out that 
water shortages in the nation's farm- 
lands co old hjivc the same impact an an 
unending drought, bringing food short- 
agea and sharply increased prices. 
Otiser impacts would Include a decline 
fcn agricultural exports, further worsen 
iug tiie nation "h world srude p-isitiun, 
ami a Hocially diamptiv^ exodua from 
farms to the cities, 

In addition, a decline in the ajfrricul 
taral HecU>r woulrj rippli' ihnmgh tlie 
rest of the economy, affecting the en- 
tire chain iif fo<?d diBtnbution and piro 
duction. 

Tbi COat nf dealing with iJil- availabil- 
ity problem is seen in the Central Arizo- 
na Project, which will carry Colorado 
River water to that Mouth western state. 
The $2 billion project will include 400 
miles of aqueducts and dams, 

Ln other ^tm-a.^ the pn^laem in one of 
supply facilities—the complex of 
pumps, pipes, purification plants, stor- 
age area* :md other facilities through 
which water move* from its sources to 
l.l i4- farm*, factories, infficew and fi times 
of uKer* 

CITIES IN Tin-: NCJttTHKASrr will face a 
water crisbt H says Secretary Witt, 
"because their water systems are rust- 
ing and rotting our." 

In recent years, Boston has pumped 
40 percent more water than it can ac- 
count for an ita customer billings, and 
leakage is considered a major cause of 
lhe problem, (n New York 
«'ity. two 370-fool pipi'« earn, 
W l^wnt more water than 
they were designed to han- 
dle, but the pipes have not 
bean inspected since they 
were built decades ago. Offi- 
cials fear that the added load 
may have damaged them. 

The M.S. Army Corpa i»f 
Engineers said after a study: 
"The civil works infrastruc- 
ture for water is sorely 
tressed by the ravage* of 
time, poorly controlled physi- 
cal abuse, questionable con- 
struction and simple decay 
from age," 

Repair costs are stated in 
astronomical estimates. The 
Associated Gen end Contrac- 
tor* of America, a Washing- 
ton-tnased induKtry organiza- 
tion, pats a price tag of 
$138.6 hdl ion on reconstruc- 
tion of water ^tipply facili- 



Many oJoar Esilern clues sr* 
losing wslsr from les^y pkpes. 
\n Boston, 40 perc«nt «i ih« 
watflr iwvsf rsicn« cuvtomsrs, 
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ties. Taking into account the wastewa- 
ter treatment facilities needed to deal 
with the quality aapect of the water- 
supply equation adds fcVTT hi] lion to the 
estimate*. 

The water- supply and treatment 
needs* are. in turn, part of an os r eralt 
problem of deterioration in the public 
works that are known collectively as 
the nation's infrastructure. 

More than 3Q bills doling with vart 
ous aspects of infrastructure needs 
have been introduced in Congress, and 
dozens more will be offered over the 
next few years. 

Most represent extension of the user- 
fee principle U> financing of the mas- 
sive projects that would be undertaken 
under an infrastructure-rebtiilding pro- 
gram, Ortfumaiauatis representing the 
water-supply and wast^ treatment in- 
dustries are in the preliminary stages 
of drafting proposals, for action at ait 
level* of government. umW which 
those facilities would be shifted tu a 
public-utility basta, Consumers would 
pay for servicea in amount* needed to 
finance both capital and operating 
costs, 

COHBEHVATTOrt in another aspect of 
proper water management needed 
to avert shortages, The General Ac- 
counting Office states: 

"Trudiuontitly, <mr nation solved Wri- 
ter supply problems either by building 
new projects thus creating oddftionnJ 
holding and deliver)' capacity, or 4ove)~ 
ouing technologies whereby water that 
was formerly un unable can be used. 
Baw*ver» these approaches are very 
costly and lime-consuming. An alterna- 
tive solution is to redutv the demand on 
present supplies* principally through 
conaervatiofi/' 

The user- fee principle is doaely tM 
to the conservation goal Consumers 
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&a water li pumped out In booming urban 
area* Ilka Winter haven, F1a„ In* ground 
coliapset In propertY-darnaQlng sinkhole*. 

w T ho learn, from their hi Ik, thp actual 
market value of water will soon adopt 
conservation techniques, just as motor 
ists did when the price of gasoline qua- 
drupled during the 1970s, the experts in 
the water-supply field predict. 

Increased recycling of water by in- 
dustry and development of more agri- 
cultural procesaes that reduce the need 
for large amounts of water will he 
among the important conhervalion 
steps. 

Ab indicated by the estimated cost of 
wastewater treatment facilities, pollu- 
tion rem li in-- ;i major obstacle t/> provjd- 
ing adequate water supplies. Hep. Nor- 
man Lent (K-N.YJ. noting that his 
home area of Long Inland was among 
the first lo recognize problems of pollu- 
tion of ground water supplies, has called 
for establishment of a coordinated na- 
tional effort J£ te determine what is 
needed to prevent further deterioraiimi 
of our groundwater Hupphes " 

On Long fa land, he says* under- 
ground sources of water were eontami- 
n ft ted by tturic wastes, and there has 
been "an increasing frequency of simi- 
lar incidents" elsewhere in the country. 

"To my way of thinking/ 1 he says, 
"only a coordinated national approach 
can provide the comprehensive frame- 
work needed to deal with this national 
problem/' 

Antipollution effort* have Iwe n pro- 
■■-■I:! L - :n other ureas, meanwhile, and 
the federal government hits spent rn..r.- 
than *iWi billion nv^r the last decade on 
ch'Uii water projects, Industry has aha 
spent billions on its own and has been 
far ahead of government in dealing 
with water puHuum. 

Like Lent, other officials and private 
ritLzens believe that th«« niitmn newis a 




mure centralised water policy based in 
Washington, but the Keagan admins 
Iration believes that regional,, stale and 
Iwal authorities an? better equipped to 
identify and deal with problems at their 
respective levels. 

Secretary Watt declares: "We al- 
ready have a [national] policy." And 
that policy, he says, "is not to dictate 
water policy from Washington," 

Those who QjJEsnoN the serious* 
ness of the water shortage note 
that the rate of increase in use actually 
slowed during the 1970s— dropp in g 
from 112 percent in the first half of the 
decade to 8 percent in the second halt 
And they cite the Geological Survey's 
report that stream flow in the 48 eonti* 
nental United States is i*2 trillion gal- 
Ions a day, about 2 Mi times usage. 

But, in response, the Geological Sur- 
vey cautions against reading too much 
into those figure*. Among reasons for 
the lower rate of increase in use from 
15575 to ISWO, it iaya, were a decline in 
the economy and, inmieidly, rt-^i^mil 
droughts that cut down use. 

And, though the overall ratio of sup- 
ply to demand encourages optimism* 
the Survey nayn: "Thi> apparently fa- 
vorable balance of water supply nation' 
wide . . . may bear little resemblance to 
the actual supply-demand >itujition m a 
local area or for specific users who faco 
water-supply shortages. . . . Thus, some 
r^Lri"rH already must cop*- with waUi" 
shortages of varying intensities and 
mint face continued 'deficit spending 
in their water budgets— using more 
ter each year than is naturally Htip 
plied." 

The Survey's report concludes: "On* 
water resources munt be carefully man" 
fttfed, protected and conserved to &*" 
Mure adequate n up plica of good quality 
for future generations," 
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Making 
The Most 
Of Less 
Water 

Businesses, farms 
and homes can cut 
water use sharply 
through a variety 
of techniques. 



AOALLON SAVED fef Worth Jt gallon 
producwl— a lesson, teamed from 
the eneriry crisis, that many hor» will 
keep the nu lion 'si water supplier from 

drying up. 

Home water uwers have already st?£»n 
Lb+- botJomi of Ihejr wellti, Faced with 
W escalating cost of capturing and 
treating water, many communiti*-*, 
farms and businesses an?! gradually 
fcV&fag conservation their fimt tine of 
defense against Ahortagea, 
a A new discipline of water coraerva- 
ttdn is developing. Its many water-R^v* 
3ffc K techniques lipply 1" all consumers, 
*"'Mt Kfeircf there are numeruua uses of 
JWIir, most companies and individuate 
*hnu|rj seek tailor- made advice from 
their water companies el rid from local, 
atate and federal agencies that are con- 
cerned with water conservation. 

I :i! m.s are the largest water users, 
Iftjl it Is in the agricultural sector that 
*he. mtutt impressive (jains enn he- made, 
A R*vin(j of as little an 7 percent in the 
toi of water for irrigation would equal 
14 tl trie water used in American home*. 

Some farmer** find a shift from 
* ! wu-ful KfjriTiMfr lrritftitiun Kystems to 
flrip irrigation economically r*?wji«ijtiir. 
Urt l* irrigation ran save ranch of the 
Wl *ter that ia bul through etfuporiiiinn 
^ inefficient It-af soaking in sprinkler 
,rri K&tion* Cotton, citrus and other 
,:h *S'^ Ii;ivm pi-rf-irm^rl twin- a* well 
J^th half the water when the drip ays- 
WW ha* been used. 

Major Having ran also he achieved 
*>' Uiimft irrii^aimri ditches with clay i»r 
^KU'Ot lu prevent fttrvlJU^t!, Farmers in 
TV regions are finding they can raise 
1 re *l u > r * I™ 1 water, TTiey ire 
™ learning thai nrwwdur water man- 
a ^rrK i iH— for example, pacing water 
according to Htapjei of plant 
*rowth--ha* hi^ pavoff- rWLirL-lieri 
at Whim LUinoia f iuvtiTiLty estimate 




that an much as 30 percent of the water 
that farmers cm Is wasted. 

City dwellers also must work U> pre- 
serve their dwindling supplier Mnmi 
factum* are surpassing all other teg- 
menta of their comma a i ties In water 
economy techniques. For many, water 
recyc ling has become a normal business 
practice. 

Ln California, where dwindling water 
supplies have lentf been n preeminent 
concern, many industries use the name 
water repeatedly and Boinetirnes trans- 
fer it to other plants before it is finally 
irejiied and diiulLar^-d 

For examole. Great Lakes Properties 
near \m Angeles fcs buying u&ed water 
from a nei^hlssrin^ Mo hi I Oil refin^y* 
Mobil had been paying to have the wa- 
ter treated by a municipal plant, Great 
Ldkes needed more water to force oil 
from wells whose life could be extended 
15 year* with ■ water injection tech- 

■ k pkmvivk a busineaa park recaptures 
I its wastewater, treats it mad waters 
It* tfolf course with it A coal mine in 
hiirni'mi, W,Va. P constantly recycles 
water needed in a slurry hnv that mm* 
]nia* rru^hM ("nil frnni thf mine to 
shipping painla. The American Water 
Woria Asaoclation aaya theru ar** i}ieu- 
saiid»< nt nlhcr exam pies of uidustnal 
water conse^ation. {Information about 
industrial conservation is available 
frum thi- afisociation at ftififi W. Quincy 
Avenue, Denver, Colo. 80236,) 

Thiho^h 1 1 w.iLitd \ m ■ a niultibQtkuHM' 
lar solution, hu^e amounts of water 
i-oLird be saved if municipaEitiea, busi- 
ne^es and hiHnw repaired their leaky 
[)\\ti»'. Tin rr an- ilnmnnridh of inile« of 
Lfipe* t^neath mo* I .siKai^r '"ili' > Munv 
i*r iheiH' vit-st networks contain nectjonj 
over a century oW. 

H und office* can further aid 



Dt^p Irrkgallon sends water io ma roola 
pf crops Hk» Arizona cotton (top), 
It produce? twice Ihip growth with half 
the wsief required by sprinkling. 

national conjservatkin efforts by using 
h.^* water in kitchen* and buthfoornb 
and on lawns and e;cnLirnifi Toilets, 
tfhowerj*, faucetn and outdoor spigots 
can be made more efficient by install 
m^ new conservation fixtures or replac- 
ing old ones. Water analyst Brent 
Blackwelder saya cuts of up to per- 
cent in water um- can be achieved in tht- 
tiome. 

Water conservationist* argue that 
watt-r should be priced higher and bu 
more accurately meUrretl r so that con- 
sumers have a direct financial incentive 
to conserve. larger revenues could, 
thi-y nay. be plowed inUi refiairin^ leaJcy 
pipes. !n the lon^ run, with iess water 
needed, fewer costly water plants 
would have U. be built. 

If water consumers follow the mar 

Letplare itmmUA iha< mariy busihe: *s 

hav<i adopted in usinic wsWr F they will 
pay a lol lea.* in lhe Tutun- if they save 
water Ujday— and be belter assured of 
an (Mnple supply in the future. D 

- Henry Eason 



ACAYEJWTCB FACTORY. Assembly 
linm. Workers performing idenLL- 
cal tasks at each stage of production. 
The noiae of hi^h-«pe^d machinery* 
Trucks waiting to Ipd n/tii bead for 
distant deliver points. 

The description does not apply, as it 
might first appear, to a Detroit automo- 
bile plant but to an industry not ordi- 
naritv thought of in terms of assembly 
lines— housing* 

Production in a housing factory 
moves quickly: A floor is laid, with car- 
jK'iintf :iht\ ub- dud next. Interior 
walls and roof assemblies go up, insula- 
tion goes un. Wiring and plumbing are 
installed. Kitchen and bath equipment 
are put in, followed by exterior walls, 
finish work and trim. 

Tied down inline the units that will 
be bolted together on the final site to 
form the finished house arc items to be 
put in place there — water neater, air- 
comiitiomiig unit, gutters, doors, win- 
dows, caulking, nails and even a can of 
touch-up paint. 

It takes four to six days Go construct 
the components of such i house at Ry- 
Jund Home*' modular housing plant in 
New Windsor, Md.. where business is 
booming as the iocig-awailed housing 
recovery picks up speed. 

Manufactured housing is one of 
many ways in which builders and real- 
tors hope to meet the surging demand 
brought Oft by a sharp drop in interest, 
rates over the past year. 

Housing starts were running in early 
summer at %n annual rate of l r E million 
units, Lhe highest level m 3!£ years. 
Saks of new homes in May totaled 
fiigpOOQ, the highest level since August, 
and Hales of existing homes were 
doing equally welt, 

AU thiti good news ha* undemtand- 
ably been most welcome to the builders, 
real estate agents, lenders and suppli- 
ers who make up the industry, but they 
lend to be cautious when asked how 
long and how deep the long-awaited re- 
covery will be. Their answers are 
guarded and couched with references 
tn economic and demographic variables, 
Housing industry exr^rrs point out 
that formidable obstacle remain to the 
real nation of a continuing boom in 
which the housing need* of all families 
and individuals ran be met within their 
ability to pay. 

Among those obstacles: continuing 
high prices for land in urban And subur- 
ban areas; the cost impact of federal, 
state and local regulations on residential 
construction; interest rates that, though 
lower, are still not fltabtfiged; and the 
continuing threat of price inflation. 

Harry Pryde, president of the Na- 
tional Association of Home Builders, 
says the housing recovery * looks good 
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Housing Boom: 
Built on a Solid 
Foundation? 

The industry is enfoying recovery, 
but it fears that federal deficits 
will push interest rates back up. 

By Mary-Margaret Wantuck 



for the next 12 to IS months/* but he is 
quick Tn ar|d that Any nj'ward move 
menl in interest rales, ' 'which are still 
toy high," could abort the recovery, 

[jBonsrd Shane, chairman af the tLS« 
League of Savings Institutions. n*y* 
that failure to control federal budget 
deficits could threaten a return to inter 
est levels that would hit housing mar- 
ket* hard. 

THOSE DEFICITS, which economist* 
agree could ran^e from $175 billion 
to 3200 billion a year over the next sev- 
eral years, are a source of major con- 
cern in the housing; industry, which 
views them M u potential major threat 
to the recovery. 

With federal borrowing expected to 
equal 40 percent of available credit. 



Huwunl Kunv. deuusy direcior of e<v- 
n amies at the US, League of Saving* 
Institutions, predicts there will be "* 
credit collision by the end of the |WHg 
with t hi' horm: buyer paying the price." 

Swart Mrhirinnd. e*tTutive vir^ 
priMdiTit of thr Federal Nation a J Mori- 
gage Association, says the key to 
prosperous tomorrow, in which home- 
ownership continues iu flouring in find- 
injf enough investors to buy nn'ft" 

FN MA and the Frieral Home U*n 
Mortgage Corporation have been the 
two principal bulwarks of the second- 
ary mortRT*K* market They have bfffljj 
buying mortgages from fenders an" 
selling them tu ipLht-r investors, itn^ 
providing a flow of fre*h capital to th*' 
housing markets The challenge of fin°" 
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Pension fund* are mt key to providing more mortgage money at lower rat** ? uyi HUD Secretary Samuel frtaf ce (oppofritt, left). 

Iheir tttfoh tO provide hO<rn*« at affordable pf |C*S, builders like Ry land Nome* (above) are turning to factory production 



L ng sufficient capital will intensify over 
thin decade: Hy IMWi housing credit 
needs are expected Lo reach $4(10 billion 
a year, compared with the record peak 
ftf *L50 billion in the late 19T0*. 

Samuel Pierce. Secretary of Housing 
ttd Urban Development, sees one an- 
^'ff in legislation to spur home mart- 
fcafce landing bv the nation's pension 
funds. 

Those fiinds now hold $SfjO billion in 
Hf8etB, Pierce says they could be "the 
s ingte mrnat important source of finano* 
3r i(f for mortgage *rafcitad instruments." 

AI'AHT tTtQM the economic, demo- 
i graphic factors come into pluy in 
taping the present and future housing 
9**«tft The primary age group for 
™tfly formation— 20 to 8*— grew by 
L " mi 11 inn individuals during the 1970s, 
the baby boom generation matured. 
f"*>' coTLHl.ilute a si7_iible market far 
^wilier homes, which the residential 
^natraetion industry is building in 
KtuaUt quantity lo keep price* down 
use land more efficiently. 
Arthur Danielian, president of Dant 
LfJ & Asaoctfttea. n Newport Beach, 
if, architectural firns, say*. "There 
^ 10 million baby Isomers, childless 
W the moist part, looking to buy their 
j**t hflrnea, a* well as many more el- 
J*rty people said younger singles 
u inielian views Lhem its potential buy- 
of home* ihat in spite of their 
si** offer kitchens quipped for 
punnet cooking, hpt tub*, more secu- 
hl > fc and other um+'rutpMSi m hme with 



Kreai 



N *TlON' S BUSINESS * AUGUST lfrSI 



modern lifestylei. Bruce E. Karats:, 
president of development for Kaufman 
& Broad, a major California home 
builder, says that "people don't bay 
house* by the square foot any more 
than they buy curs- hy thi: pound. Peo- 
ple are buying for lifestyle and to build 
□p equity j* 

Whatever their reasons for buying, 
the surge of purchasers into the market 
is putting upward pressure on price*. 
Prices of newly constructed houses are 
up 14 percent compared with a year ago 
inn] thttft* uf I'xistinjr hrnnus ar*! up 4 
percent, the National Association of 
Relators re porta. Median prices now 
are 579,000 and J72 r 00O, respectively. 

How long thai pressure will continue 

another matter. The tfrtrwth of the 
!ifMj>&i age group will be much « mailer 
in the 1980s than it was in the 70s. with 
a related drop in new family formation, 

Although industry sources predict 
housing starts in the tote 1980* will 
reach 1,8 million a yew — 50 percent 
above the depressed total of BOB iMit 
level would still be stptiffe&nlly below 
tile 2 million mark once anUcipaled by 
the end of this df-radi- 

Over the long term, all industry ex 
Mfti agree, the key tu whether the 
boom will be sustained wsix or* whelh- 
m housing can be kept affordable til 
af f ordabflity is the main reason far the 
spurt in manufactured housing. 

Charles E. Peek, chairman of K viand 
Homea, says modular housing will be- 
come "the superstar of the housing in* 
liuf+try over time " However, he sayi* 



the modular approach m not for every 
builder. "For uie multkity builder who 
holds large tract* of land, field-erected 
housing systems are the way to go, 
Builders can offer more apace per dol- 
lar while controlling quality and taking 
advantage of lower mortgage money/' 

| upuLAit housing, he Bays, will be- 
come more and more a part of the 
industry because of inherent advan- 
tages: 

* No delays or damage caused by 
weather. 

* [n^ptunt seeunty ays terms that pre- 
vent pilferage, which can add to the 
cost of housing huilt on-site. 

* Cbnitmetioti time of four to six 
days per unit. comtian«i with 90 to 120 
days for on-site hMi| enabling mod- 
ular-bunie builders to save on borrow- 
ing costs. 

* L^wrr jwrsonneJ cusils 

Flyknd says its approach allows sale 
of its home* at IB percent lea* than the 
cost tif cumparhbli- Hiie-built houses. 

Taking an overall view of the indus- 
try, Peck compares it to a roller coast- 
er: 'Those home builders who survived 
the LrtHt loop-the-Iocp are on a swift ride 
upward, hut they + re keeping a tight 
(jrifi nn the handncjln. tK^aune winie 
where up ahead of us is another breath- 
taking drop" 

Hul h€ a (so believes that "those 
h udders with utrategie* thai allow 
growth in Spite of the ups and downs 
wit! do more than survive— they will 
pnwtMT " D 
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How To Survive 
An EPA Inspection 

The inspector's visit may be a surprise, 
but if you and your employes know the 
law, at feast it won't be a nasty surprise- 
By Steven N. Klein 




When EPA inspector! appear it ■ plant their government ktonllf kaftan cards lhould always 
b* checked. Must -EPA consultant* be admllt*d. loo? The Supreme Court may decide in 1984 



Om or trk most traubleiiome is- 
sues confronting companies sub- 
ject to federal environmental raws ia 
how CO handle a jurpriie inspection by 
a repreacniative of the Environmental 
Protection Agency. 

If your company hn*i already had a 
surprise inspection, you (jfobatdv imw 
havr- a policy to deal with such viaita in 
the future, If it has not happened yet 
and your company has not developed a 
policy, you might find youraelf in a dan 
gerous position should an inspector ar- 
rive unannounced cm your doorstep. 

The Kk«unood of an inspection de- 
pends on the type of busmen you are in 
and the state in which y>ur plant ia 
located. Generally, manufacturer* in 
the Northeast, Midwest and Par West 
are inspected more frequently than 
those in the South or Southweflfc the 
EPA's regional ufffcea in thoae arcma 

N. Klein, a partner in the 
Chicago t&w firmofHaiUb £ Co//, hut 
taught mnmnmmt.nl law and hat 
hrm fin attorney for tAc Illinois Pol- 
lution Control Bixird. 
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are more active. Publicly UAd corpora- 
tions nrL- more likely to be inspected 
than privately held ones, 

If your filiLriT discharges or disposes 
of ignitabte. reactive, corroeive or toxic 
wastes , you will probably be inspected. 
That is true, too, if your plant is one of 
26 types of operations (including pulp 
mills, glass, plants, cement piantA, 
sme Iters and chemical plants) and dLs- 
chargea, or has the potential to dis- 
charge, more than 100 tons of any poU 
lutant in a year. 

All plants that can discharge over 250 
rrjii^ it year arv IftrJy to he tn.sju.-rtod. 
And manufacturing of orations, with an- 
nual sales of more than {10 million are 
likely to bv using prongs that could 
lu:i,l I.m an inn^ctjon, regardless o f Oh 
amount of discharge. 

If your operations do not fit any of 
line categories, a surprise inspection 
is 'ess likely, but thert! ia no way to 
guarantee immunity. 

Unless you prepare for a surprise in- 
spection and discuss appropriate proce- 
dure wilh your staff, your company 
might be stuck with the consequences 



of a potentially damaging response that 
an unprepared employe might give to 
the inspector. You might have to live 
with illegal or incorrect reetponHes by a 
frightened employ t;, who thinks he fe 
acting in your best interest but could 
enmesh you in lengthy, em harassing 
and costly battles with the regulators. 

For example, a well-intentioned em- 
ployee msght refuse access 10 the KPA 
inspector, That is illegal The employe 
might ask to set- a search warrant. That 
is legal but perhaps unwise, since the 
warrant will probably be obtained an J 
the ins lotion that follows will surety 
be much more detaileri. 
The employe might even 
say that yau have no idea 
what in coming out of 
your stack or that you 
simply wash an j lis away to 
the nearest sewer. That ts 
damaging at best, disas- 
trous at worst, 

You can save yourself 
considerable time* money 
and aggravation if you 
know your rights consid- 
er the practicalities of the 
situation and mi n policy 
in advance of a surprise 
visit. Mere are some hint*' 
Knew tht laws. The 
Clean Air Act applies to 
all buildings, structures > 
facilities and installations 
that emit nr have the po- 
tential to emit air pollut- 
ants, and to 'indirect 
sources/ like parking lots 
and driveways, 

The Clean Water Act 
covers discharges from 
"point sources 1 ' into navi- 
gable waters. A point source may be ft 
pipe, ditch, tunnel, well, floating craft 
or other discernible, confined and dis- 
crHe conveyance. Th*- U i rm navigntih- 
walcns t-an include wat* rs that ;ir^ not. 
in fact, navigable by Mtyi.hLn^ larger 
than a rubber raft — shaifow inEets con- 
taining clam beds, fishing ponds, swim- 
ming holea. 

The Toxic Substances Control Act 
plica to manufacturers and processor* 
of chemical substances, and the Re- 
source Conservation and Kerovery Acl 
r^uSati'S waste disposal on Land 

In addition, many other federal envi- 
ronmental statutes may apply lo your 
company's operations; tliev include the 
Noise Control Act of 1972, the Federal 
Ineectickie, Fungicide and Rodenticidt* 
Act, the Surface Mining Control :tn«l 
Reclamation Ad of LD77 ami t.he Go$& 
al Zone Management AcL 

Conduct an envirprimonlol oudf^ 

Make an environmental afisessmetit 4 " 
your company's facilities under 
viaion of an attorney who knows envi- 
ronmental lawn and uridcr« mania youf 
company'ft operationa. Examine car** 
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fully what applicable local, state and 
federal environ me ratal laws require you 
1.0 dcj and what you art?, in fact, doing. 
Analyse all sorts of factors— air emia- 
stans, water and waste disposal sys- 
tems, pipes, conduits, spill control pro- 
grams and any other feature of your 
operation that could cause pollution. 

These audita often lake a week or 
more to conduct and require technical 
and legal input. If your attorney U su- 
pervising like audit, the results will, in 
most cases, be protected by the attor- 
ney-client privilege and therefore not 
subject to disclosure without consent 

Recently, a lar#e Texas company 
whose attorney had conducted ii spL-cial 
internal audit was successful m pre- 
venting disclosure of confidential conv 
munications between the firm's accoun- 
tant and iLs attorney. However, an Ohio 
federal court required » British s«l>sid- 
i&ry of General Electric Company to 
disclose results of a similar study con- 
ducted by a technical expert who was 
not a lawyer. Tht*w eases represent a 
Valuable lesson for corporate mana^erti 
and planners. 

An environmental audit Ls the tiest 
method of determining whal laws and 
refutations apply to your facilities, 
What your potential problem are an 
n%ht he and what your monitorial 
data show. The more employes involved 
in the process, the better off you will 
be, since they will appreciate your com- 
pany's concern for environmental com- 
phawe. 

Depending on what you learn in your 
audit, you may want Lo analyze the eco- 
nomic impact of needed corrections and 
institute remedial measures. Including 
corrective measures in your comjjany's 
budgipt permits orderly progress U> 
ward compliance and avoids the poten- 
tially disastrous cost.- >.f agency- -»r 
court-tjrdered compliance. 

Undent and EPA'i right to impact. 
The Clean Air Act grants broad author- 
ity (q the EPA administrator and his 
^presenUiLives to enter the premises 
°f any company required to maintain 
rt-eords or to monitor or -.ample Qmkr 
«wns, An inspection does not have to be 
Enounced in advance. Refusal to eonv 
P^y with an inspection coo Id lead to 
H^s of 525,000 per day. and falsifiea 
l *on of information is subject to crirnf- 
penalties including imprison me nt. 

Ort the other hand, if public access to 
your company's facility M ordinarily ra- 
tified, you can usiialiy insist on a 
J^areh warrant unlow a civil acliun has 
started against your company. In- 
yjihably the KPA will obtain a warranL 
Y( >u will not enhance your reputation 
* R a cooperative business person when 
3^ a demand a warrant, but you may 
JJwh to excreta** this right if you believe 
Jf^t you can obtain important informs- 
^>n about the projrosed inspection'* 
l^rpose at the warrant hearing, 
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There are limited ways to attack a 
warrant that has been issued, but the 
burden involved in such a challenge 
often become prohibitive- You will 
probably spend a tfreat d^ul of money, 
only to find that the court* uphold is- 
sued warrants exctiftt in the most ex- 
traordinary circumstances, 

One way or another, if the regulator* 
wanl to inspect your facilities, they will 
be able to da so, and you bad better 
know which laws apply to you and 
which laws you may be violating. 

The Clean Water Act grants the EPA 
administrator limited inspection rights 
similar to those in the Clean Air Act; 
likewise, the Toxic Substances Control 
Act provides that the EPA may inspect, 
at reasonable times and on written no- 
tice, any facility where chemical sub- 
stances are handled, Broad rights axe 
£iven to the EPA and it& contractora to 



expected to issue a decision sometime 

m im 

As things stand, under those three 
acts private contractors are not neces- 
sarily covered by tort liability and confi- 
dentiality standards that apply to feder- 
al employes. You thus may wish to 
exclude them, or at least have them 
sign a 11 hold harmless" agreement, re- 
leasing you from liability for anything 
that happens to them on your premises, 
and a confidentiality agreements pro- 
tecting your trade secrets and propri- 
etary commercial or financial informa- 
tion from disclosure 

You shouMr however, continue to an- 
alyjce carefully the law in Lhitt area. 

Form irl at* company pa Hey, Be- 
cause "f the risk*;, it in crucial lo have a 
written company policy before an in- 
spector arrives. That way managenteni 
will have had an opportunity to cons id- 




The wide rang* of federal environmental ttaf ul*a and !h*r 4nap*ciion provhuoo* cover* 
akr. water, waate ditpoaaL noia* and *ur1a<#HtiSninq oparaHona Ilka mat ahown here 



inspect hazardous- wast* facjlitae* un- 
der the ite-hif.urce Conservation and Re- 
covery Act. 
Chflck Inspector** c red an Had. EPA 

inspectors, as authorised representa- 
tives of the administrator, clearly have 
the right to inspect your operations, 
subject tn the limitations already dis 
cusaed Be aure to have thetT creden- 
tials checked — they should carry gov- 
ernrnent identification cards— and if 
you still have a doubt as to their identi- 
ty, call the regional offictj for verifica- 
tion before allowing them in. 

If, however, an authorize! inspector 
shows up with consultants the EPA has 
hired to provide a greater degree of 
specialized, technical support, the rules 
change. Under the Resource Conserva- 
tion and Recovery Act, these private 
contractors are indeed "authorized rep- 
resentatives" of the EPA administra- 
Lur, but their *Latu£ under She Clean 
Air Act, the Clean Water Act and the 
Toxic SubflUincc* Control Act is unclear 
because of conflicting decisions by fed- 
era! appeal n courts. The Supreme Court 
b&s agreed to review the issue and lb 



W the feao><-< ;in<i - ■ - : ■ - 1 - :i niLur^ 
spouse before an inspection. 

Be sure lo (five the responsibilities of 
an environmental nf fairs manager, or 
similar poHEtkm. to the individual best 
qualified — from a legal, technical and 
public relations point of vifw— to pro- 
vide ihe inspector with a knowledge- 
aide and courteous escort through your 
facilities. 

The environmental affairs rnami^er 
should have aaffieient technical escper- 
tise lo know how your company's equip- 
ment works and what the component* 
of its discharges are. He shoukl under- 
utaud the Ivgiatative procttia and how 
regulatory agencies work. 

Whatever your personal opininn of 
the EPA may be, approach these issues 
I ^ i ■ l iMirvsful wrii reasori:i?d find \f\i. \ 
n esslike way and avoid hostile con fro n 
Utliiiiis A fmnpmiy itrhif-vr f iir » figbi 
will generally find one. And re n lernbcr, 
a company unaware of Ha rights will 
tfetirrally Ir^e xiwm, D 



To urder rt prints of thm 
tfrtitrU, see pa#f 8&. 
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Why Japan's 
Management Styles 
May Not Fit Here 

U.S, executives pioneered 
baste strategies now used by 
the Japanese. But cultural 
differences often call for 
different tactics. 

9y Thomas McGovern 



MAUUl. segments of American t)Urii- 
b ness today tfe pn&occapied with 
Japan, Japanese producti vity and 
worldwide Japanese economic penetra- 
tion. Tin- Americans ur«- looking for so- 
lutions lo Lheir own industrial prob- 
lems, and they are focusing on the 
management argunuation and produc- 
tion techniques thai brought Japan 
from devaststkm to economic super- 
power status in a (feneration, 

A* u result of that search, pajtkipa- 
tive management a in, and quality cu> 
i! len formal groups of workers and *u- 
per visors who talk about quality — 
imdifeirate, WJuit's Eood for Toyota is 
good for f -he t'nited States. Everyone is 
a manager, &nd the whole world is a 
resource. 

Bui before you. the traditions 1 Amtr- 
tain manner, rutth to adapt Japaneae 
techniques t© your business, you should 
be aware of two crucial considerations: 

■ Participative management ha* had 
only mixed result* where it has been 
tried in thts country thus far, and it 

si-i|rn-£irm- l- it diVL<rvi- fnn>j instf-atfC of 
a foree for close tie* between worker* 
:onl .-UKrvi.-'irr: 

* Japanese managerial "innova- 
tions" can often traced id American 
buafoess giant* of the early 20th centu- 

THOMAd McGoVERN if director of the 
Center far Management Control of 
Duj.hu ry, Muss., whirh ad risen finrpr}- 
rate client* in %uch area* as project 
management, productivity and treeu- 
thv training. 
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ry who built, Indus trial 
empires on productivi- 
ty,, quality and custom- 
er satisfaction. 

Though participative 
sn a n ap;e m e nt s h ou ] d 
not be rejected out of 
hand, it ws no panacea 
for deep-seated prob- 
lem* within American 
industry. Too many attempt*, at in- 
creased worker involvement fa manage- 
ment, under whatever name, are 
launched on a wave of euphoria and 
collapse, in resentment or apathy. 

Participative management or quality- 
cirele projects that do not recoffniiw the 
-jj^nikl nature of the American work- 
place, aa contrasted with the Japanese 
workplace, run deteriorate into ineffec- 
tual gripe session* or become vehicles 
chut allow rank-and-file employe* to kqp 
pas* production- line supervisors *od 
deal direr My with management. Such 
situations can lend to serious dtffacul- 
tw&Si. 

AitwortiteH r.f |i:u-tictnntive nii mo- 
ment usually htanur failure* «>n luck <>f 
commitment by all involved or on inade- 
quate preparation of workers. Such an- 
alyses do tint give sufffctenl weight to 
cultural and philosophical differences 
between Americans and Japanese, 
Those differences should be Lhe pnme 
consideration in determining whether 
organizational and managerial tech* 
niques can be transplanted. 

Airp'TH'HTih ure l ompetitora. From our 
earliest year*, we are enc&uratfed to 




Quality circles Ilka this on* at ■ Toyota pfant ara 
etltclJve In a country where group effort (a the norm. 



compete and are belittled for Ruling w 
da so P Our special version of Western 
culture is rooted in the idea that compe- 
tition is beneficial, productive and nec- 
essary. Young people prepare Lhem- 
selvt?s fur later life by compiling 
aeaciermoalJy, atJi|i*i«i]ly and socially 
When they enter business, their com- 
petitive instinct* an? sharpened by * 
workplace dialogue rich in the meta- 
phor of the playing field, with the score 
tallied in terms of productivity an J 
profit. 

Ai l tow rkally not surprising 
i Our form of govern ment T with it* 
three lirar>Hieh des^ro^l lo chftck an* 
zi rhi ilJh""t, re*i_u mi prmeipli-s «>f r'ompMi 
tive interaction, The free enterprkfif 
system, grounded on laissez-faire Opt- 
talism, is Htrlkin^lj (T-mpHitive, Our U- 
gal system is an adversary ontt, in 
which conflict la resolved through com- 
petition. Collective bnr training by man- 
ugumtMU and later «s another forum in 
which cam petition is u dominant el* 1 " 
meat. 

Competitbn extends beyond our po- 
litical, economic and le^rul systems uWp 
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Ih othisr aspects of the Amrncjm pj.-y- 
e. The religious heritages of many 
Americans view the human spirit as a 
I '^T.tegrctiJid on which jjood and evil 
Compete. Mod urn psychology rueog< 
r«izo» the competition of self u^skm^c 
coctdooi 41 id unconscious forces, 

Thus, a world and a self of con land- 
ing forces are fundamental to dot out- 
look The Japanese can be a* fierceiv 
curnpetitive us Americans, but the na- 
ture and direction of their com.|)etit]ve 
instincts act them apart 

Japanese culture has produced a 
World >iew LhnL is as unified and sup- 
jwrtive as ours \b individualistic and 
combative. The aelf is not seen an divid- 
ed or embattled, nor the ^ruup as bus- 
til^ One can therefore enter easily into 
Cooperative effort at any level. The key 
to this ability lies in the lack of conflict 
between individual and group goals. 
The Japanese are accustomed to group 
effort,, supporting those within the 
group and competing only with the out- 
aide world. 



do are thus instilled in them from the 
beginning. 

Performing an part of a smoothly 
functioning unit » natural and comfort- 
able for the Japanese- Since the end of 
World War II there have been numer- 
MM iitfUtnees of the remarkable ability 
of the Japanese to work together, re- 
sulting in the rebirth of international 
trading firms and th* development of 
new technological giants. 

A consensus on objectives waa derat- 
oped amontf (government, management, 
labor, finance and even the press. That 
unity reunited in the SLH:eessfuE strate- 
gy for economic penelrutmn. of VVt-^ Lj-jrri 
markets, 

|v rut United Stales, cooperation an 
I such s tint ncale would he illegal at 
worst and infuriating at best American 
attitudes are reflected in antitrust 
laws, in widespread opposition to jfov- 
ernmenl intervention in bw,sjne£n and in 
the ever-present concern that central- 
ized economic planning curries with it 




GiHed U.S. ehlldreo oflen skip grad*u or are put m *p#clal cla&sei. in Japan, whtre 
fcindffroiarlnors. ore sludyjsig compulpn, th* gihed iL&y with atawer tejuncf i, heJpLng them 



This emphasis on group effort covers 
a lift-iifjiL*, For example; an academical- 
V gifted child in the United States will 
F'nil.r.hiv u,. :i t\u W i*\l tu skij. ^nid^>. or 
placed in an elite group of similarly 
tfifted children. But in Japan &ueh 
^° u n filters would rem inn with the 
*j*iwer learner*, uatng their superior 
J*fllii to help their claaamate*. Th* atti- 
tth tes and techniques af the quality car 



the threat of centralized economic con- 
trol These attitudes are mystifyinK to 
the Japanese manager or political ad* 
minis tratnr. 

i "iinskdtT how- the problem of environ- 
rnt.ii tal pollution from industrial pro- 
cessen was. addressed in the two coun- 
tries, In the United Statep, the issue 
was handled (ur mishandled, depending 
on your point nf view! by creation of n 
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Eurmanent confrontation mvulvifJjf 
usiness, government* citizen-action 
group*, environmentalists and other 
forces Untiim-spe* fadnp eiiviromTien- 
tftl dictates from the government plead 
economic hardship. The government os- 
cillates between by lan tine regulations 
and the need for further study. 

Now consider Japan. Its environment 
suffered heavy damage while the eco- 
nomic; miracle was being produced in 
the 19&TJS and Ifflto. In the last decade, 
the same untran of forces that accom- 
plished the miracle has joined in launch- 
ing ran environ menial turnaround, and 
Japan spends more per capita on eavi- 
ron mental control than any other indus- 
trial nation. 

Should we conclude" from all of the 
forrgoinK that the American sad Japa- 
nese cultures are aim ply too diverse to 
permit the transfer of management 
techniques? 

Not at alL The real question m wheth- 
er we can once again put to work for 
ourselves the technique .Taprtn bor 
rowed from ua when it he- 
if act rvhuihiirii? afu^r W<»rld 
Vftet II, We must realize 
that the Jliptinefte Iw-rn '^ ».l 
not only those techniques 
but alao the spirit behind 
thrm They developed com- 
prehensive vUions of the 
nature and ifoals of their re- 
spective buiinessefip visions 
in which prndih'i and | H j r- 
formance were related di- 
rui'tly I-.' service. Tri thLs ap- 
proach. Japanese indiistrial 
leaders were adapting 
methods similar to those of 
American business giants 
«if \hv *'iirl> 2orh i>'ni ury 

Tlie Anioricims were also 
committed to creation of a 
working environment that 
would maxim tee develop* 
mem of the single moat im- 
portant corporate re- 
biuret — people. Their view 
is echoed in modem Japa- 
nesi- enrjjorjtr eukun- with 
its felentlesst quest for 
quality, customer satisfa* 
tfcon and productivity. 
And the solution to American indus- 
try's problems of quality, customer sat- 
isfaction and productivity must be^nn in 
the executive office* of Arrn-ncan In- 
dustry. Many American excrutives 
need lo retearn, or at teaat take a re- 
fresher course in, ffuidinir prineipli--s 
that brought their busLiiesHen and in- 
dustries to the potot where they were 
models for the Japanese, □ 
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Have Rocket, 
Will Rent 

Government policy has shifted 

in response to business eagerness to 

tap the vast potential of space. 

By Marth 



f\ UEUtS A.EE forming at the nation's 
\Jf launching pads. Former aatro- 
nauts, computer whiz kids, pharmaceutic 
cal researchers, ^enetiti&i* p horticukur- 
tslSp engineers— they are lining up with 
new rocketry and boxesi. of experiments, 
vji^t r,i .;c"S!i tire latest frontier. 

"It is extraordinary how much money 
b goiii^ into new space induj$Lriea 1 M ' says 
Roger Selbert, a vice president of Securi- 
ty Pacific National Bunk in Los Angeles. 
"We've had tumid any therviee president 
whose sole job is ic handle inquiries f rum 
these new entrepreneurs," 

President fteatfun also sees the poten- 
tial in the commercialisation of apac* In 
a directive ia&uud in May; he said: 

"Partnership between the U5. pti* 
vate sector and the L T .S, KBvemment 
will strengthen the U.S. space Launch 
capability - - . contribute favorably to 
the U,8, economy and maintain U.S. 
leadership in apace trans pu elation- " 

No one agree* more than the private 
sector. But ever since the apace ago 
began some 20 years ago, hitching a 
ride has not been easy for business. 

A mstjnr reason is I hat the U.S. gov- 
ernment own* the launching pads and 
the tracking station*. It controls per- 
mits and licenses for space flights. It 
.^etJ? the price h and the schedule, for 
taking up commerrial payloadfl. 

The private sector, which helped cre- 
ate ann refine the technology that made 
the United States pre-eminent in space, 
now wants part of the ncton. it will get 
it, according to the White House direc- 
tive, because the government, like the 
private sector, see* the nation mJ a 



American r ock ei* tiuM can bo uud only 
once, Wkm rh* Tllan (topis wmrm to 
bfl phaaad out of l he spaca program but 
may gel a rapr leva bacause of Ihalr 
potantint for carrying conwnarciaJ 
pmykMrtt- A European rocktl. the Arlam 
(bottom), la already Hftlng 
piylQadt tor U S cprpof .Hioni 



whole benefiting from the commercial- 
isation of space. 

Key to the new policy h the ELV r the 
expendable launch vehicle— a rocket 
that cannot be used more than once 
Before the advent of the re-usable 
apace shuttle, it LI launches of pay loads 
<nto apace were achieved with ELV* 
:iki- the Allah, i.hr l>elta and Lhi> Titan- 
With the success of the apace ahuttle* 
the government planned to phase out 
ELV.i later in this decade. 

Under pr*'**urr from th« private sec- 
tor and because of increasing foreign 
competition in the pay load- launching 
husmefta, the government ia now chang- 
ing its mind. Noi. only does it see merit 
in ufiing the iiLV to handle commercial 
apace experiments, but the Nation a J 
Aeronautics and Space Administration 
and the Defense Department have 
come to belie the ELV would make a 
fine buck up for the shuttle. 

There once was concern that the ELV 
would compete with the space shuttle 
The .shuttle does carry commercial pay 
loads, particularly commutations sat- 
el tiles, and NASA plans that it will con- 
tinue doing f)0. BuL I he shuttled rna^r 
mission remains govemmt- n i. I • u •- i r i ■ • 

Dim missing the concern over competi- 
ttah, Defense Under Secretary' Herbert 
A. Reynolds told the Houjuj Suheonimit 
tee on Space Science ami Technology: 

"We are committed to the shuttle a* 
tfca primary means for Behaving ac- 
cess to space, nnd we do not beiiev* 
the commercialisation of ELVs will se- 
riously affect the viability of the ahut- 
tie program." 

He added that "the U.S. government 
must supppori and encourage the U-S* 
private sector to compete for the miild" 
million-dollar natelliie pay loud ai^ 
launch services market — or risk losing 
a fortiori of it to foreign eom petitory/' 

A project tu stimulate that private* 
sector participation is under way. 
'The time is right." says kathry* 1 
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Little, director of development of thr 
N'fiNoniiJ number I'WidaikOn in Wash- 
ington, "tu Establish n unified industry 
position to encourage private commer- 
cial activity in space," 

TKIS FOUNDATION putting UjgPlher 
it tok force of 30 executives repre- 
anting companies that have been — of 
want lo be— active in space-mated in- 
dustries. Their assignment: compile a 
detailed, comprehensive package of iw» 
ttmmeiidaiifuiH on how to foster dim- 
inertial development of space. 

"Then* recomtmndaiioraV' says Lit- 
Lli\ "will be readily translatable into a 
legislative program." Issues to be oov* 
ered include: 




* Ensuring open and competitive 
markets. 

* Joint government/industry re* 
search ami development. 

* heiugnatimr a federal agency to 
'■versee business venture* j rt yjmce, 

* International treaty obligations, 

* New institutional arrangements to 
speed trails fer of technology from gov* 
^mment to business. 

* Efficient commercialization of 
pend&ble launch vehicle*. 

* National security con side rat sons 
WHaij'd tn private siaoe activity. 

The task force arid its research acttvt 
lie* will he .supported by industry con- 
trihutions. It If expected to take 12 
Months lo put the package of recom- 
mendations together. 

Utile explains: "The companies that 
now have individual proposals before the 
government for commercial Apace activi- 
ties face a largely unstructured bureau- 
cratic environment, which ih frustrating, 
^e-ennaurning and expensive." 

She Hwyn that a paramount eoncern of 
govern merit officials is Xti avoid giving 
Preferential treatment to particular 
Cu *npanies and that a unified induHtry 
PfJKiUim will assure government deei 
* lon makers that the tank force prop* m 
^ meet the business eomrnunit v'a 
n*ea*, 

Five bask area* of commercial apace 
Activity are involved, bays Gregg 



Fawkes, president of Pegasus Soft- 
ware. Inc., a computer software design 
firm in Washington, and the task 
force's principal researcher: 

• Space transportation launch rar- 
vi i;e>, which include lhowe firm.* now 
making ELVsor planning to build their 
own launch systems. 

• Space materials processing, a 
fl.-U i L nduflcry uning weightless- 
ness in orbit to process silicon crystals, 
new and purer phitmiareuuuil drugs, 
and advanced alloys. 

• lndua trial research, which includes 
the study of processes in weightless 
conditions and the application of thai* 
research techniques cn Earth. 

• Comma nica lions, the largest of 
commercial space nctivi- 
tin), which involve* urarra- 
n kitting signak from fixed 
or orbiting satellites to 
Earth station*. 

■ Remcjte sensing, a 
field similar to t.he use \*f 



The U.S. space thuttle, 
»een here slop a cargo 
plane, will remain ihe 
primary means for 
achieving icmu to 
spate. ' ao official says. 



existing satellites to photograph and 
monitor the Earth's surface in search 
nf natural resources. 

Says Fawkes: "Our ap proach is quite 
different from other studies that have 
taken a took at potential space com me r 
ma ligation," 

He notes that the NCP La*k force will 
be composed only of business people, 
representing * wide range of industries 
that might realise new growth opportu- 
nities in apace, Many of the firms in- 
volved in the task force have not been 
active in Hpaci' Mm 

'"We will be addressing a very broad 
range of issues, from international 
treatiet to government HM* policy/' 
Fawkes continues. "This is nt.'cessary in 
order to establish a solid foundation for 
gfjfnifHffdil activity to apace/' 

The Lank forced recom me Mlulinru- 
will be very detailed^ he says, wince 
"general recommendation* seldom net 
translated into action.'' 

Fawkes says that Covington & Burl- 
ing, a prestigious Washington law firm, 
"will be working with Uh Up rSmft rec- 
ommended language. So, for instance, 
if we find that treaty tankage needs to 
he amended to support private activity 
in space, we will prnfKMM- *ome specific 
ehwifes r 

The NCF study will not tr> to 11 pick 
the winner*" among cnuntlesa new busi^ 
rx-vj. ijp port unities in space. Rather. 



Fawkes says, the task fore* h con- 
cerm-d wiih niiikiri^ hutk- ihul an eavt- 
ronment ia created that will permit any- 
one who waul* to explore rse^ apace ap- 
pl teat ton & to do so ewsfty and effwiently. 

"Space already providea many eco- 
nomic dividends and will do so on a 
much larger scale in the future/' says 
Fawkes. "Space itself offers a whole 
new basis of scientific knowledge, And 
.space application." drive n variety of 
other lechnoloKieM— udvanryii niminu- 
nicauons. matertala, energy cycles and 
robotic* — thai will be the baiiis of the 
neat wave of economic expansion." 

t Businesses inleresled sir ihe work of 
the task force may write to Kalhryn 
Little, Director of Development* Na- 
tional Chamber Foundation, Itilo U 
Street, N.W., Washinfrton. D,C 20062, 
Reports on the task force's progress 
will be released at frequent intervals h 
and the final report wilt be publuhed in 
May, Utifc) 

Cummercialiaauon of ELVft requires 
congressional approval of the continu- 
ing manufacture of the expendable 
rocket* P which would be paid for and 
□fled by industry. The government 
would make available its launching fa- 
cilities and equjpmentr at a price low 
enough to encourage their use. 

The idea that the space shuttle could 
handle all space hauling for government 
and industry has been scrapped, Foreign 
competitor* have successfully solicited 
U.S . corporations U>send pay loads up on 
the A han e, an ELV launched from 
French Gutana by the European Space 
Agency, The agency- ia supported by 
both government and private funds from 
Western European nations, 

A Hi ant/ £ launch record to date haA 
i been spotty. Using an ELV simi- 
lar to the Atlas, the European agency 
hah Kent up six rockets, but only four 
launching* have been successful Nev- 
erlhelesH, the agency offers attractive 
rates for commercial nayluad*. Its mar- 
keting specialists in this country are 
convincing American firms thai they 
can fly into space with the Arkne it a 
lower cost than on the shuttle, and on ft 
precise schedule. Hie space shuttle has 
so far not managed to adhere to a ftm 
rise srhwiule. 

So aggressive has been the Europeu 
agency that the Office of Technology 
AiaeaarneTit, an advisory arm of Goth 
gress, reported kit year that the Unit- 
ed States was dose to losing the lead in 
several critical area* 

OTA warned thai lb- Kurupwins, and 
tiie Japatie^e an well, were taking a 
growing shar-. nf rri:irk+ ! ? f« i r >uUmI- 
lite cofnmunicHthma. Likewise, the re- 
purt said, the C.S li-ad in rvniute nj^i? 
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Spaca may be an Idaal environment 
far umi enterprises, Including 
growing silicon crystdSa, Ilk* these. 

trig of the Earth's aurface could be lost 
to the French by the middle of this de- 
code. Also threatened A morion 
pre-eminence in the procewirog of e^ot- 
ic metals and pharmaceuticals in s[jac«. 

NOT SURPRISED that the foreign mar- 
ket is hustling American industry 
is William F- Rector, a vice president nf 
General Dynamics. He estimates, there 
will be a "need for launch service for 
approximately 245 cominewilJ satel- 
lites between 1986 and 1995." 
That represents, be says, more than 



110 billion in potential launch vehicle 
revenue over the 10-year period. He 
points out that "schedule flexibility and 
reliability are ranked more important 
than launch costs by most commercial 
communication* satellite aaera." 

The United State* is running leas 
than a half -dozen shuttle flight*- a year 
and plan* no more than 24 such flight* 
annually in the LifcKte. 

James E, Beggs, NASA administra- 
tor, agrees with Hector that when 
"commercial launch requirunmnta are 
comidered In conjunction with planned 
Defense Department, NASA and other 
U.S. government missions, the demand 
exceeds the supply capability of the 
spaur shuttle in both tho near and the 
far term/ 1 

The ballooning demand by husineas 
to get into space is particularly signifi- 
cant to Martin Marietta Aerospace. It 
manufacture the Titan, the granddad- 
d> of LLVs. Discontinuing the Titan 
would cost "some 6,0(X> jobs for 220 
suppliers in la states," says. Peter R. 
Teeta r general manager of the firm's* 
spare launch systems diviaion. 

But the economic effect of continuing 
the ELV system, not just the Titan, is 
oven more wide-ranging, he s-ays. "A 
proven lower-coat alternative to foreign 
apace launch ayaiema will reduce im- 



The Simp* of a New Space Policy 



Although there is growing private 
sector participation in the apace pro- 
gram, the federal government will 
continue to play the dominant role 
for many years. The Reagan admin- 
Nitration described its partnership 
approach in announcing that the 
govern me lit 1 'fully endorse* and will 
facilitate commercial operations" of 
ELV* — expendable launch vehicle*, 

ELV» P the White House said, 
could help the United States 
"achieve routine, coal-effective ac- 
cess to apace" while ensuring thai 
the nation maintained "space trans- 
portatinn leadership" 

Some elements of the new policy: 

• The government will license, su- 
pervise and regulate American ELV 
operations "only to the extent re- 
quired to meet its national and inter- 
national obligations and to ensure 
public safety/' On the other hand, 
commercial ELV operators must 
continue to comply with applicable 
Law* and regulations — local nation- 
al and uiternatkiriil— Including secu- 
rity, safety and environmental re- 
quirement* 

* The government will encourage 
the use of its own launch pads for 
commercial ELV operation*. The 



government will have "'priority use" 
of its fuciEitjes "to meet national se- 
curity and critical mission require* 
merits," although it wit] "make all 
reasonable efforts to minimize im- 
pacts on commercial operations." 

* No government subsidies of pri- 
vate ELV* are contemplated, but the 
government "will price the use of its 
facilities, equipment and services 
consistent with the goal of encour- 
aging viable commerical ELV launch 
activities* 1 * 

» The government will encourage 
competition among ELV operators 
by providing "equitable treatment 
for all commercial launch operators 1 ' 
when government equipment and fa- 
cilities* are being sold or leased. 

* If private operators wish to 
build their awn launch facilities, 
(hey must submit their plans to the 
government for approval. 

The White House directive empha- 
sises that despite the new policy of 
encouraging private ELV Optra* 
lions, the government "will continue 
tn make the space shuttle available 
for all authorized users— d&mea tic 
and foreign, commercial and govern- 
mental," with prices to remain tria- 
ble through fiscal 13K& 



port's and contribute to our balance of 
trade. Likewise, the acknowledged UJ3. 
leadership in space technology will be 
enhanced by commercial launch capa- 
bilities without burdening the federal 
budget. 

He points out that these activities 
"directly translate into increases! in 
high-technology job*, with the usual 
multiplier effects on employment in 
other sectors of the country/ 1 

Some aggressive American entrepre- 
neurs can't wait. While urging the Ui>+ 
government tu embrace commercial iza- 
tion of space, they arc building their 
own Launch systems. 

Space Services, Inc. of Houston, is 
one iuch firm, SSI, whose executive in 
charge of .space flights is former astro- 
iiiuit Donald K. ,J Deke" Slay ton, raised 
SS million lasL year from fores ighted 
Texan* and launched rta own rocket— 
the iVmeatoga I. 

Next year another new name in 
ELVs — the Dolphin— will soar from the 
water 2W miles, off the California coast 
a* die initial effort of Slanrmck, of 
Redwood City r Calif. 

The Cones toga and Dolphin are low- 
orbit rocket*— they carry their pay- 
Eoada into orbit* 100 to 10,000 miles 
above Earth. Their Lnutich pads are re!* 
atively inexpensive to bnild, at about *1 
million, compared with launch facilities 

Cor : i l'i-i;.LU'- Titan. ;si n^ir $ H'U ni.l 

lion. Titans and comparable rockets 
push soph Lntica led pay loads, like com- 
munications satellite*, into required 
higher orbits, the ideal being 
miieH, where satellites orbit at LheMtflk 
speed as Earth and thus remain above 
the same point constantly 

For the government to dismantle to 
KI.V htum'hmg AiLua at Cape Canaveral 
in Florida and Vandenberg Air Force 
Base in California would be bath waste 
fui and expensive, space experts nn 
contend. The demand for ELV missions 
by industry, and as a backup for the 
space shuttle hy lhe defense Depart- 
ment, now seems clear. 

Business is aware that building its 
own launching facility - .M.-i ■ ■rd'-r 
ing up a nonre-utfabfe rockel like the 
Titan coats more per pound of pay load 
than using the apace shuttle— perhaps 
twice as much. But corporations that 
need high-orbit satellites tire more oori- 
r^iTM-d :ti prtwn! with getting aboard 
flights, and on schedule, than with ini- 
tial cost 

Companies that need less expensive 
Itiw-orbit f pay loads make up the mark*'* 
the new launch-system firm* like SSI 
and Stars truck art- gciing after. 

TVj uik aWn u^ing luw-orhil natol 
tites to prospect for minerals and oil 
collect data on crops and forest* and 
UrfMi* rail cars that raitomd-s htivp lost 
track of. Texas oilmen foresww uaing 
low-orb i( satellites to check on oil f]***' 
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wells with diu having l.o send 
to read the meter. 
If these &mail launch systems suc- 
ceed and the government continues the 
ELV system in cooperation with indus- 
try, rockelft currying manufacturing 
and testing equipment wilJ become com- 
monplace, They will spawn a space traf 
fk industry similar to the one that has 
grown around earumtircial airlines. 

Orbital Systems Corporation, of Chi- 
cago, is an example of u new firm enter- 
irijjr space commerce. 

Three former Harvard graduate buiu- 
ne&& school steflttntl — David Thomson, 
2y, Sent! Webfller, 3U, and Bruce Kurjru- 
aon f 2S— undertook &«tttdy while at Har- 
vard of hnw the govx'rnmpnt might ^n- 
CfJUragt 1 privale invefliment in spatv 
opera tiona. Their research prompted 
them to borrow funds and create the 
Chicago firm. Their product- ruck el U> 
launch commercial Fatellitea from the 
Orbiting apace shutLk- in to a higher orbit 
NASA has contracted with f.hern to 
produce thf rocket, convincing Thorn- 
fion„ the firm's president, that "spiice is 
the next commercial frontier/ 1 

Such ventures delight former ( 'um- 
merce Secretary Philip Klutznick. 
As head of a panel from the NationnJ 
Ac^d^my of Public Administration in 
Wash in Eton, he helped prepare a 
^A^A -com missioned report on encour- 
BKiug boaifiefts ventures in space. H i> 
conclusion: 

"The government naufit involve more 
American companies in our space pro- 
Kmni if we are to justify the heavy 
investment the American people ha^fr 
made in the last quarter century/* 

Klimnick'ft panel recommended that 
the government make launch schedules 
predictable and reliable, j?rant full 
rights to inventions and proprietary in- 
formation to private parties in Joint en- 
deavors and support p rival e finariLMnfr 
"1" space vehicles. 

Congress listened in Hay to a parade 
?' government officials and business 
Wdiirs who uruiuimouftly supported 
Jhe President's policy of sending Yan- 
kee ingenuity into apace. Before the 
House is the Space Commerce Act, a 
oil! to ipell out guidelines for commer- 
cial exploration and to designate a gov- 
^rnment agency— the Defense Depart - 
iiL^nt, the Commerce Department or 
the Federal Avktion Administration— 
N the clearinghouse. 

Says Space Services, lnc. F Chairman 
£j av "J Ha i mah , Jr.. ii member of the 
^tional Chamber Foundation taak 
force and the visionary behind the Coa- 
rocket system in Texaa: + There 
*** Roinp to be markets for space busi- 
■■^Sfi that we haven't ever, guessed nl " 
To Hannah and other entrepreneurs, 
upcoming encounter with space 
harness in, like spaet i^eJf, wknuul 
limits, O 
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The Small 
Computer 
Revolution 



In the office, on school desks and 
at home ... 80 million personal 
computers will be in use by the 
end of this century. The hardware 
is portable, the software capabili- 
ties limitless, and prices are plum- 
meting. 

Nation's Business covers the im- 
pact of a formidable industry on 
everyday life. 



Venture Capital: 
Where the 
Money Is 



Economic recovery has begun . . . 
interest rates are falling . . . Wall 
Street reflects growing optimism 
among investors . . . 
Nation's Business reports the 
prospects for small businesses 
that need venture capital in a 
shifting economic environment. 



Doing Business A close-up of how to do business 
With The ^ e wor ^' s l ar fi es t military 

P tit? n complex. Making contacts, selling 

against strong competitors, nego- 
tiating contracts . . . and avoiding 
the pitfalls. 



Business and 
the Learning 
Gap 



Recent studies confirm that 
American youth lack rudimentary 
skills in key disciplines like math 
and science. What role should the 
business community pfay in pre- 
paring future generations tor jobs 
in high technology industries? 
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The Travel 
Industry Picks 
Up Speed 

Tourism is "poised for 
an era of growth' 1 as 
the economy rebounds. 

By Bob Gatty 




Tourism i& dominated by gmall businesses, mcJud'ng Such AllrscEi^ 1 
j*. Norman Clark 9 narrow-gauge railroad (left) and travel agencies 
Empress Travel in Wsshmf tan* whose manager us Aloulsa Fenalet msch** 



The tvsy steam locomotive chugs 
along the winding mountain track, 
through a- glistening meadow and then 
through graves of giant redwoods, on 
its way from the town of Roaring Gimp 
to the top of Bear Mountain. 

Huffing and puffing up some of the 
steepest railroad grades in North 
America, the locomotive is pulling 
hnghtJy pa m led cars filled with tour- 
is is. 

The train is there because of Norman 
Clark— siring lie, pin striped shirt and 
hig grin— who runs the Roaring Camp 
& Big Trees Narrow Gauge Railroad. 
He has four miles of track in Calif or- 
nia s Santa Cruz Mountain*, 

Clark la a lifelong railroad buff who 
turned a hobby into r successful busi- 
ness. Twenty-five years ago. with 800 
feet of dilapidated track, 325 and a run- 
down station, he began trying to "bring 
the 1880b bade to life." Today Clark, his 
wife, Georgi&fta, and 75 full- and part- 
time employes operate a bustling at- 
traction that draws nol only traveling 
Americana hut also many tourists from 
abroad. Tour operators worldwide send 
people to Roaring Camp, which was set- 
tied by Daniel Boone's nephew, Isaac 
Graham, in the 18H0». 

Norman ("lark has gome pioneering 
spirit, too. When Gray Line recently 
.li-LL^Ium-i ihr Kiiitni-L' '"limp portinn 
of its Northern California tours r he es- 
tablished his own bus company. Hi* 
California Pacific Coast Tours* of fern 
daily sigh talcing trips from San Fran* 
ciftco. 

Clark's enterp™* typifies the vast 
majority of th# businesses that make 
up the giant tourism industry: They are 
small. The Travel Industry Association 



of America says 99 percent of the bust- 
messes in the industry are small. 

True, there are giants like the big 
airlines and the hotel and motel chains. 
But many links in those hotel and motel 
chains are owned and operated by indi- 
vidual franc hisees, That holds true for 
car rental companies, commercial camp- 
grounds and restaurant chains, too, 
(Though some restaurants have little or 
no iinjri^t m-uK ah climated $40 fe 1 £1- 
|ion in restaurant revenue — about half 
the total — came from, business and va- 
cation travelers but year.) 

Tourism has emen^d :is the second 
JiirKest retail or service industry in 
America, after food stores* >J What is 
one man's pleasure is another man's 
livelihood/' says 71 A President William 
D. Toohey. 

The industry was one of the few 
bright stiots during the recent reces- 
sion, and some experts believe it may 
actual ty be accelerating the recovery. 
Toobey says that during the recession, 
consumers postponed travel as they 
waited to be aure their jobs and m- 
cornea were secure. As thoae feara dis- 
appear he says,, consumers one taking 
trips and thus pumping money into the 
economy. 

Toohey says that in 1981 American 
and foreign travelers spent S1S1 billion 
in tlit United Slate*— up 11 percent 
over 1084} — and that last year receipts 
increased another 7,5 percent, despite 
[.iirir ^ronomii' i^mdilinri!! 

William H. Edwards, T1A s national 
chairman and president af the hotels 
divisor, of Hilton Hole!* * Virj.nr.it inn, 
rn.tt-:- lU.^ tmm'sNi pruVrdhS jnl* f.-rO S 

million Americans, making it the sec- 
ond largest private employer. 



While the unemployment rate was 
ruling m employment in the tour- 
ism industry was increasing by 1 .6 per- 
cent over the year before. 

Last year was, however, s hard one 
for most airlines, and "things are still 
tough/ - says BJ1 Berry; manager of 
corporate public relations at Delta Air 
Lines. In addition to the recession, Del- 
ta and oilier established airlines had to 
ivuuhmI wuh ju-w, ritfiSJv^ivi* Vi>tn\^li 
10 rs spawned by deregulation. The 1981 
air controllers" strike prevented the 
stronger carriers from expanding; and 
the impact of that was felt last year. In 
addition, the cost, of jet fuel shot up. 

Poor economic conditions and greater 
competition prompted many carriers to 
offer fares that were net ^risi-j notified, 
Berry says, and "the result is that 
we've pot a weak industry. Not many 
can say they are still healthy/ 1 

Overall, the nation's airlines carried 7 
million more pa^ntfers in 1982 than in 
1981 but lost a record $m million, ac 
cording to \ he Air Transport Assocfe- 

1 1' I'M 

However, like tuber components of 
ihe tourism industry* the airlines 
arc "poised for an era of growth," oe- 
r '1 1 1. \r. to ATA President Paul ft. 1^ ra- 
tios. They expect to benefit as the en in 
oniy rebounds, fuel prices stabilize and 
the air traffic control system's capacity 
is restored. In June several major canr 
era announced plana Ui discontinue 
then- discount coach fare programs--- ft 
move calculated to return them to prof- 
itability* 

By eriMniM. the ramping si'rtor of 
the tourism industry had 11 great y** r 
it, 1^ 
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Charles C. Chouinard, president of 
Leisure Systems, [iu\, which run.-; I C±i 
Vfltfr Rear's Jelly^nne I'iirk Camp Re- 
ports and Safari Campjrmumi Sysiem, 
■Wi the firm haa never had & bad year 
»ince he took over 13 year* age* Camp- 
ing does -well even in lean economic 
times., he aays, beet use it is an inexpen- 
sive way for twopEe to vacation. Tba 
fcurnpground* are operated by Leisure 
SyaLtntu' small business! franchisee*. 

Th» Recreation Vehicle Industry A*- 
^•nation aaye HV scdes in the first four 
rcsorrtJm of 1983 ran 43 |>ercent ahead of 
- in sL<« *ame period hist year and 
w ere nearly double sales in the first 
W months of HSftQ. Sales have- In- 
creased a**i the coat of gasoline has sta- 
Nfae4 

ft* restaurant^ the picture is bright- 



ening, too— a development that could 
have a significant impact on the unem- 
ployment rate. 
. Jeffrey R. Prince. National Restau- 
rant Aaamriutiem aeninr director, pre- 
dicts, that restaurant business: in 18f& 
wfl] be 8.3 percent greater than last 
year, adjusted for inflation. That would 
be, he says, the mduHtryV largest real 
sales growth since the. mid-1 OTOa. 

The food service industry (which in- 
cludes institution! facilities as wall aa 
restaurants) accounts for 5 percent of 
irrosiH national product, according to 
NRA; Bales this year are expected to 
reach $144 biltkfe* The Bureau of Labor 
Sialic lie* projects that, full-time food 
service employea wit] increase from 5.6 
mi II mil in 197S to 7.8 milium in Ltt"«i — u 
gain of 33.5 percent. 

Hotels and motcfa, with 2.5 million 
rooms, revenues last year of j&Mi hi I- 
Hon and 1.2 million employ es, are also a 
major— and growing — factor in the 
economy, 



B 



us companies soon will feel an in- 
crease in competition as the result 
of deregulation legislation approved 
last year, and travel agents, too, face a 
form of deregulation. The Civil Aero- 
nautics Hoard has said travel agents 
♦mould nu Longer have the exclusive 
fight (in addition to the airlines them- 
selves) to tell airline tickets and receive 
commissions. The 20.513 travel agency 
loruiji u is spread arnF*s 1 h*- mil am, with 
an average il million in revenue apiece, 
are a key link between airtines, hotels 
and conn u mens. 

Government action* of many kinds 
have a significant impact on the tour- 
ism industry. [Miring the eaer^y crisis 
of the 70a. when the Energy Depart 
ment proposed restricting jjasoiiiit' 
aalea on weekend^ TI A led the drive to 



p^taMLsh wJ"iiiE ls now ihe Travel :aA 
Tourism Government Affairs Council, 
which lobbies for policies helpful to 
tourism. 

The council is backing legislation that 
would give the U.3k truvel and Tourism 
Administration SIS million in fiscal 
1SMS4, The agency, which has the job of 
promoting the United States aa a desti- 
nation for foreign tourist* r would also 
get 514 million in fiscal \W> and II 5 
million in fiscal IBBfi. USTTA was fund 
ed at $7,6 million this year. 

Council Chairman Richard Ashv: 
vrre pr^wlMni ipf Rrivt'rnnieiH ami in- 
dustry affairs Tor Holiday Inns, Inc., 
contends that if the increased fundir 
is provided. &f73 million more in fedei 
tai revenues would be generated ovt 
the three years. In addition, be says, 
55,000 jobs would be created 

Ashman points out that the U.Sp 
■bare of world tourism receipts fell 
from Vi percent In 1976 to 10.6 percent 
last year, paralleling a downward tr^mJ 
in government funding for promotion 
abroad. 

The council in supporting legislation 
to act up a pilot program to waive viaa 
requirements for visitors from five 
cuuntrie-s designated by the Attorney 
General and Secretary of State, It als 
backs easing customs delays. Tin/ (Ion 
merce Department estimates that 
400,000 people decided last year not to 
™it the United States because they ex- 
pected difficulties involving vista and 
customs, 

In general, the industry is seeking to 
make Congress and the Reagan admin- 
istration aware of its positive economic: 
impact. As Hilton Hotels' Edwards 
DOtes, Tourism is everybody's busi- 
ness. The economic benefits extend dl- 
recti y and indirectly u* the entire popu- 
lation" O 



Business Travel: It's Big Business 



The bus mess traveler is important 
to the tourism industry, According 
to i he Travel nnd Tourism Govern- 
ment Affairs Council busi nests trav- 
elers accounted for <>4 percent of all 
hdgirjK industry revenues and SB 
peiTcnt of all passenger miles flown 
on r.g, kirlim^H in JftPl. tht? lasL year 
far whin:]] eompiete figures are avail- 
able. 

Many airlines arv offering special 
hiifiitiess classes vvith fares ttiftipam- 
hlie to iMjach hut with many more 
Amenities, Delta Air Lines, like ftume 
competitors, has a frequent- flyer 
dob that gives credit for miles 



flown. Members can receive first- 
clans confirmed sent* at the regular 
coach rale plus a mileage Miirtharge. 

At the car rental counter, though, 
iome of the giveaways are being 
scratched. 

National Car Rental discontinued 
its premium giveaway program June 
SO. According to a spokes woman, be- 
cause, although market share in 
crreased initiaJty, it dechned a* Hert.R, 
Avis and Budget affewl HtmiEur pn*- 
miums. 

Some hotel chains, like Wewtin Ho- 
tels, have directed specific advert er- 
injE cainpai^s at business pec^ple. 



M the Westiri Chicago, there is nn 
"executive floor" of 37n rooms with 
bathrobe*, complimentary *hoe 
n bines r expresut check-in nnd no-de- 
lay checkout at a private recepljon 
desk. 

Of all the amenities that hotels are 
offering, perhaps The most revolu- 
tianary is the in-room perwnal com- 
puter. (Quality Inns Internatiunnl 
sap that evor> unit in its- system 
wdl offer such computers within the 
next twts years. The compOU k ftt will 
allow gueitfl to make airline reserva- 
tions, scan stock quotations and job 
lis ting* , and chiMi^e n restaurant, 
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Discover how 



to improve your 
management talents 
and profits. 



"Executive Seminars In Sound" is 
a l ively &-tape program designed to give 
answers U i problems crucial in iraivu*- 
ing a business. The tapes cover: 

1. HOWTD GET YOUR IDEAS 
ACROSS 

2. MAKE THE MJSTl* Y< UK 
TIME 

3. Yf U.iR ROLE ASA DECISK )N 
MAKER 

4.111 lOF TORKn iTJ 

people management 

5. masking™ art 
of delegating 

6. organizing your 
hans and planning 
youk(«< ani/a'ik >n 

7. strategies ( )f m< jv1ng 

AHEAD 

8. HOW TO LIVE WITH 
YOUR OWN SUCCESS 

No boring lectures. 

On each tape, actors drama- 
tize otvthe-|<<b situations that, 
as a manager, are always 
facing you. The expert com- 
mentary analyzes the situa- 
tions and demonstrates the 
most profitable solutions. 

Learn where and when you 
choose . The convenience of cassette u 
tapes, in a compact binder, allows 
"Executive Seminars in Sound" to work for 



How To Get Your 
Acr 




Guide To Better People 
Managem 




Mastering The Art 
of Delegati 



r 




y 



Organizing Your Plans and 
ng Your Organization 



you anywhere, any- 
time- at the off ice, in 
your car or at home. 

Invest $95 in your* 
self and profit for a 
lifetime. Send today 
for your complete set 
of 8 cassettes.Each 
"Hxtviiti ve Seminars 
in St nind lape is no 
less ttian ir* minutes 
long. \fte + ll even let you 
try it for 15 days HffiK, 
arlcl if ycjurenot scilisfittl 
return it for a full refund 

Plus, you receive a study 
guide with a written syno|> 
sis of each tape, ideal for 
personal review and group 
trainin^essiui is 




Strategies of Moving Ahead 



How To Live With Your 
nSu 




take you up on your 15 day FREE TRIAL GFIER 

Send mc lAwiitlvp^kniiirwu'R in SmiiU" If nd MhpihuilH J \ 
vtli^li^l l« .in rv(i,rn il tnt h rfejkl rHumi 

III t'lKi'k <nOt*«fd U* 

BOMorny: □ Vim GMoMeriwd □ Amcrkan fcpreat 
SiL>iuilurr 

Same Tlrlt 1 

Conptny - 

City 



Slrtlt' 



Hp 



Nations foisiness Executive Seminars Division 
\m H Street, KW. Washington. DC 20062 

1 i«m m&i n¥l l h«4rr k i i n c * mi m rp-viriiirs m ft f Ml** r.i * 
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Congress' Own Special-Interest Groups 



Caucuses have proliferated on 
Capitol Hill. They often provide 
forurns for business people. 

By John de Ferrari 



The St«l CbucuI, 
whose member* are 
congressman with a 
strong interest In 
the 4teej industry, 
has held meeting* 
with executive! 
like Qavrd Roderick, 
board chairman o1 
U^ B Sleel, 



fiROIf? OP CONGRESSMEN wanted 
*4 Er, why an American i*teet 

company was planning to buy unfin- 
ished steel from Etritain. The company's 
president wanted to explain. A steel* 
workers' union leader wanted to eom- 
plam. 

How cms Id Jill these i^eople get to- 
J£ether? Subcommittee hearings would 
he .-.liyw nrwi ponderous, and many of 
the interested congressmen, whn ww* 
not mem hern of the s li I*i4:itm m ill i^-h . 
wnuld not be able to ask iiu^tiont, So- 
lution: a series of meeting* organised 
by the Congressional Steel Caucus. 
made up of conirresamen with a strong 
uitereet in the steel industry. 

L'awuseN have proliferated on i'up 
jtol HHL There art* more than 80, rang- 
from small, informal associations of 
'ike-minded membera to large, highly 
ttjEaniKed group** with llii-ir own re- 
Bcarrh and administrative staffs** p;ud 
from members' dues. (The congress- 
men pay those dues out of l hoi r official 
expense allowances,) 

Currently 36 caucuses are officially 
PeCflgniKed as "legislative service orga- 
nisations' 1 in the House of Representa- 
tives find Liro al|i>wt'd tu main Unci uf 
fures in House buildings; in exchange 
for thai. pmilege h they cannot accept 
futy funding from outside sources, aa 
many caucuses once did. 

Caucuaes are fewe?T and more infor- 
mal in ihv Sr-tisiti- 

Some House caucuses are very ao- 
jfoe; a single issue, or duster of issues, 
usually unite* the members. Others are 
tQtiv* waearch-uriented, with members 
*ho are loosely tied to each other bf 
*JmiJar interests and con slit uencies. 
Tin.. single-issue caucus^ in paitiruJur 
have* conte umter ine reading criticism 
tin the ground that they an 1 nnderniht- 
*t traditional legislative procesaea. 

The Suwl Caucus, which ha* more 
f'han ]'»fj members, is on* 1 iff the most 
active Hingle-issue caucuses* A coalition 
■^fleeting both t>U!iiiiL»s.'i ;ljmI lul.-ur eun 
'"p-niM, thtr group promoters legislation to 
*M the steel industry in Congreaa and 
"ditiu** tin- lipii^an iidniim^T.nkUoii a- 
U ha* succeeded in gelling sever- 
tLl Mil* i^>s,-d 

A similar group, the fonip^ssiorud 
Auto Caueti* t was created thk year. 




a^a 1. 1 Hnii 



The unto industry "wus »i-iiv*ly and 
openly involved in our membership 
drive," says Ron Smith, executive direc- 
tor of the caucus. Co founder* Elwood 
Hflfie rR.JmU and Bob Tracer (D- 
Mich j met with officials of the Motor 
Vehicle Manufacturers Ataociatian, 
which then Bent a letter in support of 
the caucus to all members of the 
Houm. So far eon^resi»nien have 
jfiinecL 

Smith views the caucus aa a two-way 
street between industry and CongTWfc 
"If u particular issue cornea up that a 
CEO wanta to talk about, be can come 
to Lhe Auto Caucus We can arrange a 
meeting so that he can come in just to 
explain what he's doing or plnnnrng to 
dn. Tli i:< is exactly how it has worked 
out with the Steel Caucus" 

Other caucuses have been formed for 
members interested in textiles, travel 
and tourism, space and exports, 

P Kit HAPS TIIK nm>t club] ike of the 
caucuses is the House Wednesday 
Group, made up of moderate Repub- 
licans. w + ho jtrL- hehi lugether by ti«m- 
perament and ideology rather than a 
particular Mue, Ttie ^roup came into 
existence in 1D*^ when liln r v !:, i 
can*, w h ho felt they wm beifitf i^nnr^d 



by their conservative pecra, decided to 
hand l.ojrrLher. 

Members^ whn have become more 
ideologically varied as time has passed, 
meet every Wednesday afternoon to ex- 
change ideifi and information, Each 
talks briefly about business in hia or 
her committee so that all can Rtay 
ahn>aal of current legislative activity, 
Members value these informal gather- 
irigs highly, *The most pleasant memo- 
ry of Congress that I will have 26 years 
from now/' Rep. Stewart H Mc Kinney 
lH-<'»>r.n I says ' will |w? rny mi.-mhen--hip 
ml \\w Wfdn*.^.iay fSrwup.' 

Th** Wednesday Group's frmternaj at- 
m^*phere — new memberii must be 
elected by current member* — tends to 
lviLlLi 1 it from outsiders. Yet when the 
group huki's its annual retreut on a 
weekend in April, it to a rare chance for 
l»r.ivate wnlur roprosenUitives to jd 
drem a captive legisEative audience, 
ThLs year, at a hotel in Dataware, a> of 
the group's memlatrs deviled the wwk 
end to hearing several leading execu- 
tive speak abottt how the work force 
must change to mntch changes in the 
eciinomy 

Tlse first tpcriaL-intervit caucus waa 
the New Kugland Cnngn^biKmul <*au- 
riik, umuwM in Sew England 
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business, leadt-rs were instrumental in 
drafting the plan for the caucus, which 
they envisioned a& u rr^areh-oru'rsti^rl 
center for Congress and the private see- 
tor to hold a dialogue on regional eco- 
nomic corteerruL 

Today the caucus monitors public 
sentiment and tentative action nn 
end key tissue*: energy, the eaviron- 
nu-iLi, jub training and export*. The 2h 
New England congressmen, who are 
autoriiaticaily member* of the caucus, 
tend to consider the group one (if the 



better sources of information and "in- 
formed judgment," according to one 
Hill mjiffrr 

Larger and concentrating more on 
the federal budget ta the Northeast- 
Midwest Congressional Coalition* 
which "has a membership of L96\ Lau- 
rence Zahar, the coalition's execuLn-e 
di rector* aayn m\e of il* fund Kins in l.o 
serve as an outreach aguuey for it* 
members, 

'The members get opportunity to 
fO out and talk to people they wouldn't 



A Roster of Caucuses 

The Houae of Representatives, has certified 3fi caucuses as legislative 
aervke organizations; most are listed below,, with the name of each caucus 1 
chairman or other principal officer, Address mail for any caucus c/o MS, 
House of KepmentatLYes, Washington, D.C. 20515, 



Arms Control and Foreign Policy 

Caucus 
Rep. Jim Leack 

California Democratic Congressional 

Delegation 
Rep, Don Edwards 

Congressional Art* Caucus 
Rep. Thto Downey 

Congressional A mo [Industry] 

Caucus 
Rep. Elwood Hiltis 

Congressional Black Caucus 
Rep, Julian Dixon 

Congressional Border [States] 

Caucus 
Rep. Ronald Coir man 

Congressional Caucus fur Science 

and Technology 
Rep. Merryn Dymnlty 

Congressional Caucus for Women's 
Issues 

Rep. Patricia Sehraeder 

Congressional Clearinghouse on 

the Future. 
Rep. Albert Gout, Jr. 

Congressional Hispanic Caucus 
Rep Rotffi Garcia 

Congressional Human Rights 

Caucus 
Rep, John tt Porter 

Congressional Rural Caucus 
Rep. WVn Walking 

(ongre^^onul Senior Citizens 

Caucus 
Rep. Bill Lowery 

Ongre^wnal Space Caucus 
Rep. Dnnirl Ah oka 

Congressional Steel Caucus 
Rep, John P. Murtha 



Congressional Territorial [Issues j 

Caucus 
BcL Ron firr Lugo 

Congreaswnal Textile Caucus 
Rep. Ed Jenkins 

Congressional Travel and 

Tourism Caucus 
Rep. BUI Roner 

Democratic Study Croup 
Rep. Mat thru 1 Ate Hugh 

Environmental Study Conference 
Rep. Ihuxird Walpc 

Export Tank Force 
Rep. Don Banker 

Federal Government Service 

Task Force 
Rep. Michael D. Barnes 

House Wednesday Croup 
Rep. William F Clingrr 

Long Island Congressional Caucus 
Rep. Norman Lent 

Military Reform Caucus 
Rep. James C&u Her 

New England Congress iona] Caucus 
Rep. Edward P. Roland 
Rep. Siitio Conine 

New Vork State Cnngresskmal 

Delegation 
Rep. Samuel S. Stnrtton 

Northeast- Midwest Congressional 

Coalition 
Rep. Frank Morton 
Rep. Jim (Jbcntlar 

Pennsylvania Congressional 

Delegation Steering Committee 
Rep, Jo&eph MtDtidt 

He publican Study Committee 
Rep Phil Crttnr 

Sunbelt Council 
Rep. Charles Wilson 
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urdiEiarily run en to," Zabur says. "We 
can put together a field hearing that no 
individual mr'iii tier's j+laff or even a 
committee staff can put together/ 11 A 
recent example: a round table discus- 
sion on changes in the work place, held 
ta Boston. Six experts told a pane! of 
caucus members how Congress might 
address the problem of a changing job 
market. 

Informal caucuses based on Ideology 
or composed of a particular state's dele- 
gation have long existed and are edm 
ered part of the noma] working appara- 
tus of Congress. So are the official jsnrty 
caucuses, including the Democrat-it. 
Study Group and the Republican Study 
Committee, which research issues and 
develop hiroug party positions on them. 
But the special-interest caucuses seem 
less legitimate to some members. 

TREY pool the power and 
resources of congressmen with 
common interests, caucuses can some- 
times seem like lobbies within Congas* 
itself. Before !»' w rules went into ef- 
fect last year, the Travel and Tourism 
Caucus received hundreds of thousands 
of dollars annually from the travel in- 
dustry to promote tourism legislation 
: i n ■ I ;ivv;ir*-iii's.s in CtfngnS3«. Some mem- 
bers find this kind of activity embar- 
raising and inappropriate, 

House Minority Leader Robert H. Mi- 
chel lR-111.} says special- interest caucus- 
es are "diffusing, denigrating anil even 
in some cases destroying the legitimate 
constitutional functions of the House, 
its leadership and its committees." He 
sees caucuses splintering traditional 
power ba&ea in Congress and vying 
with committees for influence. 

hs Hie [fount AilniinistrsitloT! 

Committee decide to tighten some of 
the reins on speeial* interest caucuses 
The Administration Committee barred 
all outside funding of caucuses, if they 
wished to retain their official ties to the 
House, nnd required detailed annual re- 
ports from the officially recognized 
caucuses. 

Caucuses reacted in various ways to 
the new rules. A fuw severed their offi- 
rial connections with the House; others 
mi up separate, tax-exempt founda- 
tions that could continue to accept out- 
side money. The Travel and Tourism 
Caucus tried to make up for the loss of 
outside funds hy quadrupling members 
due* and cutting back its ataff und pub- 
BflllfcWfti 

Deaprle the tighter controls, the idea 
of a caucus a* an efficient communicfl' 
dons tool remains appealing to many 
people both inside and outside Con 
gn*s. Committee workload* contina* 
to be enormous, so that the attention 
given to any particular issue ifi decreas*" 
lag. Caucuses, an Auto Caucus stuff 
member says, are cutting across bound- 
aries and "filling in the pips." 
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The Tax Collector 
And the Family Loan 

When parents lend money to 
children without charging interest 
is a taxable gift involved ? 
IRS thinks so, and the 
1 Supreme Court witl decide. 



AH £VftJt&#T-Pll£E LOAN is one of the 
l few cush transactions the la* 
man cannot touch. Th* person tending 
the money pays rwi gift tax, because the 
loan isn't really 4 gift; and the recipient 
of the tout pays 00 income tax, because 
it isn't really income. 

More una more upper-bracket tax- 
payer* lire taking advantage of thai 
simple truth by ahif ting income bo thoir 
lower-bracket children and away f rwn 
their own highly testable estates. 

Here's how that income shift works: 
I f an upper- bracket father with a spare 
it millbii invests that money on hi* 
own, he can o&tcratg, say. 8200,000 a 
year in incfiroe, half of which will go to 
Uncle Sarn whether he live* or die*. But 
if he Umdd thai SI rmTlion to hie low^r- 
bracket aon or daughter , then the child 
generates the income and it is taxed at 
a lower rate, treating :u much a* 
$50,000 more in "fceepable" tush. 

The Internal Revenue Service has for 
years hwn waging a courtroom tattle 
aimed at taxing iiitema-fre* Joan*. In 
recent yearns it hajs won some vicrturieii, 
and now the Supreme Court has agreed 
to hear a ca«e whofte outcome could 
afflict th* way people paius on their 
fciusinessiejf and other oAttets to their 
irhifdren. 

^Properly done, an interest-true It-ran 
is a thing of beauty," *ay* Walter H, 
Huntley* a Rithmond tax lawyer who 
head* an American Bur AjHanciation 
taak forte looking at the ifwue. *Tt 
would he a jfreat crag**ty to see it dis- 
ctiiirfl^td." 

The Supreme Court ea*t* t known a» 
[Mrknmn v. Commisanon€r of intar- 
ttnl Rgpnue, arises from a situation 
that in not atypical in family business 
en, at least in fliiccewrful ont-j«. Paul mid 
Gather IHckman built a prosperous ag- 
rttulfiiral and real estate buaiiwsa in 
rural Rtffkfjf, Kfa, Their Arte* inn 
Farm.*. Inc.. operated 8 farm, a motet 
and a nslfiurant. Their !U>n, Lvle + bt.»- 
came an owner and, eventually, m did 
Lyle + h wife and three children. 



The parents made a num- 
ber til large, interest-free demand 
loan* to Lyle over the years. "It's not 
amiaual in a business setting for the 
parents to lend money to their *on to 
get him involved in the huainew/' wikl 
the Dickmans' attorney, Prank P. 

Lyle made several partial repay- 
ments, but when he died and then hi* 
father died in 1976, more than tftQO.QOD 
Was htill unpaid The full outstanding 
amount of the louns- was lifted us part 
of the father 5 estate. 

IRS decided to view the fiunrt^t fn-c 
use of the money as a gift lo the *on r 
which the father should have paid Utfea 
on. It h Lapped the father's estate with a 
notice of deficiency to ihr tune of 
$BS£& (The inft test, first enacted to 
keep taxpayer* from avoiding estate 
tax by Hiving money away during their 
liven, is paid by tan demur, not the rocip* 
lent, of the gift.) 

IBS DIP NOT WEVthBD the $300,1™ as 
the Rift— ii agreed that amount was 
legitimately lent with an expeettttitm 
that it would be paid bark, ftii icift. 

was the "value of the use M of 
Use money. sinee Lyte would have had 
to pay interest to obtain tfw loan etee- 
where IRS computed the "value of the 
use" by applying its awn standard in- 
tern! rate* for underpay me tit of butt* 
in tho*e yearn to the outstanding loan 
balances from 1ST1 U» IffHi 

'The statute says any transfer of 
property for loan than full interest or 
coiLside ration J* subject to to*/' say a a 
government lawyer familiar with the 
huh*. "If yon land Homebody rucwy fcn* 
tareil free, the proport)* you havt? g"iv* 
en them is the right to Urte that tomtey. 




TIk- ritfhl to u^R the m^tiey 
hus .1 nieasurEibk 1 viiiue, whirh 
what you would havo to pay sorneont to 
l^et that money some where else-" 

The tJickman iralaU 1 MJed IRS iu the 
U.S. Txix diurt n whw.:h ngrw<\ witti the 
estaitc Llirtt un intra family ioan did not 
conwtitute a laxahlu f^'ift. I US then ap- 
pealed, evun though it ha J Eost on tht k 
ii^Lie lurfore, moHt nouibly in the I! 1 ""' 
f Vor^i caa*r, 

Tfiu. tniH-, thutiifh, IKS won.Th« U.S- 
Cuurt Lif Ap| H*als fur the llth circuit 
aj^re^d that interest-free loans involve 
UstaWi. 1 fpft*p Jtfittjnp the Ma^re for thw 
bailie befure the Supreme Court. 

The renolutinn of the ranv may l»JJ 
year off. Lwr jfe law flrtiis have weigh*" 
in with frittnoV«f-ihe-c«urt briefs writ 
ten by the likes of Erwin Criawold, th* - 
fnrmer maticitor general, who halt aF 
tfiUH\ K'fure tht* Soprt'ine Court rnot^ 
uften tlian any other liviou attorney. 

Tas lawyer- y.m uhOtJwjolt in a 
lat<»d field when iliir UJS. Clairns fV«ui"t 



ftharehotder resulted in taxable ixicunie 
Ui the borrower The Court dI Aji|.w*a]s 
for the Federal Circuit reversed thai 
decision tm Muy 11. citing a long Unf of 
cases in which eauru* hive found that 
interest-free loans do not refill in in- 
come, {See For Your Tax Fik ( pae;e 14.f 

IKS may have a totter shot eiL win- 
ning the gift tax case, some tax experts 
Ray. They often rite the w«rdn of a dtw 
Renting judge in the C/twn decision 
who said. "It just ain't right" that inter- 
W-free loans escape all taxatkm. 

That does noL mean, however, thai 
you will hxivu to mart worrying every 
time you lend your *on or (Laughter 71 
few thciusand dollars for u mortgage 
down payment or an IRA aerouriL The 
1381 tax law adjusted the Rift tax 00 
that you can #ive a e;ift of utj lo Si 1X000 
(82fM)(W if a husband unci wife join ih :l 
gift) to anyone in a ealendaryear with- 
out incurring tt tax liability. 

You see a lot more $50,000 interest- 
free loans than tl million interest-free 
Uiaius* and an IRS victory in the Dicfr- 
fltow cjLm* iAri'i tfwin£ to have much im- 
pact on S5fl,00<l loans/ 1 says Jere 
Hcrfiaffey. a Milwaukee tax lawyer, 
aince the "value of the uae" of tlisit 
mm} would to under SIO.fMKI. 

P ven IK you mvfc more than SlOJKJti, 
C the excess* is applted toward the 
lifetime exemption of 8275,000. (The ex- 
emption wlu> far lower in the yean. ft> 
volved in the Pirfcmttn case; the life- 
time exemption will rise in stagca to 

The worry, however, hi thitf: The life- 
tfofM exemption applies to the estate tax 

w* I ;l- I d. h :lM M ■.. II" IKS wins rhr 
n«hr m i-ounl the 0 value of the use" of 
interest free loans a& gifts, a wide 
raiigf- #>f insurable "giftn" emy- 
fliing from Loans of cash to letting your 
•Oft use your Florida beach house for 
fr^e in high season — mighi Ik a^neJ 
Hpnmis? that exemption, exooiiini? more 
W four estate to Lax when you die. 

Aft the ^ovc-rnni^JLt lawyer explains, 
"If you're rich and you use up your 
l2?6,OQ& credit during your lifetime 
with giftx, and then you dk- and leave a 
toaster to your son, the toaster gets 
UXiid. pro bah ly at .VI frem-nt." 

IRS says it haa :l1 ready sought at 
mat $6 million in buck gift taxes from 
tJiximyerti in /JfeA'ffFrfM ty [.■«.' ^ituaTKinv. 

Much mOT* is at slake if IRS wins. llII 
*tfre*_ Says Horotev: "The imparl will 
dejM»nd on imw (h» L iIkmsium is u^r-r^l 
" the language is so broad about trnn*- 
"JP of property that it includes as Ux- 
Q h]e j^ifts miy :ic1 of ImsjiitJiliiv, Own it 
**"ild be tn&gie." 

If tht- r>ickmans win, however, then 
^hat Horsley describe* as °a aweet 
! W|jr to shift income" will almost cer- 
tainly gnin more and more popu larity— 
unh »i Congress nt*|» in. □ 
—Tony Mauro 
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PRODUCTIVITY SUCCESS 
IN JAPAN 

A SPECIAL EXECUTIVE SEMINAR AND PLANT TOUR HIGHLIGHTING 
JAPANESE METHODS, TECHftOLOGtES AND MANAGEMENT STYLES 



LV: San Franeiato 

Octobers, 1983 
RT: From Tokyo 

October 22. 1983 

Japan's productivity suicpss i* the 
envy o( the industrialized wortd. How do 
thin iJu it? VM t we sepanile tliu myths 
from the realities? Arc the Japanese tol 
lwH:uEnifkj the muss prnilucttke aaiwn', 111 
thf worlir 

The U.S. Cham I ie r btifatii ilwrpi are 
lessons to be leamnd Irom 4n intensive 
study of lap^nes€ personnel nunage 
ment and labor relations styles, and pro 
duel ion control and technology systems 
such 4S Kantian, robotics and advanced 
automalion, 

Th^ U.S. Chamber, m tonjunciion 
with 1 he Jjpan Prtnluctmty Center, will 
«nceag4in conduct a two-weri befcstrid 
study tnhsion to Japan. The ^.rudv mis 
sion will include j ^ujI "i-nw" . P - a 
J^n tj,«ed Ameriran whose kntiwledge 
of busjntiss as mil & the Jtopanw Ian 

guage wilr fimvuk 1 'fx^'rifrnn'iS Jill- i 

prelalion" ol the jApime^e business per- 
i[w-C(tve. TrjLci jurrrrnwiils will 

• Meet with U.S. emtos) DffkuJs 
and executives with ihe Amtrkin Gum- 

Ikt i,1 r,'.n nuTte m J-ip-jn 



m Visii with ex^cutivHs and labor 
leaders from a crass section of the Japa 
nese business i rjmrtiumr}. 

• Meet in the field with Domei it he 
Japanese Confederation of UtorJ mi 
Nlkkeireti ((k Jiipanese Federalkrti of 
Employers' toociatjons) ir» di^russ 
circles, zero defect groups, JK activkties 
and lather Wjiy.s tu rtioli\ate perrHmnH 
and maintain effective htm manage- 

mein c^mcn unnratiuns 

• Take i tirst hand look at Japanese 
,+ staie-af the-art" pUni!t titiliung ptu 
duct ion control systems, CAD CAM, the 
flexible man u fact tiring syniem. WtO 
mated assembly lines and industrial 
robots. 

In addition to seminar and factory 

viJSits. their will \ir am pit 1 opporlumly 
lor participants Itefr (WWC* to 
Imir Tokyti. Kitjfo and Na«, iapan 1 * an- 

ueill " dpltdl 

Fcir more information, write: 

Dr. John Volpc 
Director. Product avir> < •■m- r 
U.S. Chamber oE Commerce 
I6ISH Stroll. NW 
Wwhmston, D.C. 2W62 

or leiephone (102) HU 




WHEN Chief Justice 
Warren Burner be- 
gan reading fttoijd the ma- 
jority decision he had writ- 
ten ta A aeemititf ly obscure 
deportation paHtf, tourists 
in the Supreme Court's vjf 
j tors' gallery that Thurs- 
day morning did not realize 
they were about to observe 
history being made. 

After Burner fi rushed 
reading the opinion in the 
case uf Immigration and 
Naturalization Service 
Chadha, Justice Hymn 
White broke with Court 
tradition by expressing 
his disagreement a rally 
from the bench, rather 
than confining it to his 
written dissent. 

"This Is no ordinary 
cane/' White declared "It 
is probably the moat im- 

f&rtant ease the Court has 
a tided down in many 
years." 

White's written opinion 
was even more forceful; 
"Today's decision strikes 
down in one fell swoop 
more laws enacted by 
Congress* than the Court 
has cumulatively invali- 
dated in its his wry " 

Even Justice Lewi* 
Powell, a Virginian noted 
for hi* reserve, laid "The 
breadth of this holding 
gives one pause," 

What the justices did that day is. still 
giving the nation's jurists, legislators, 
lawyer* and political scientist* plenty of 
pause. One expert on constitutional law 
sajd it could take Congress a decade to 
sort out the ruling ai^ntfic&nce 

But it was clear from the outset that 
the decision would utKnificantly change 
i be ImJane* of power between ConKim* 

Tow Mauro m the Supreme Court 
reporter for Gannett N*w& Servic*. 
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A Controversial 
Decision's 
Silver lining 

Business' regulatory reform efforts 
may actually be enhanced by the demise 
of the legislative veto concept. 



By Tony Mauro 

and the President in way? that are im- 
portant to the govern me tit's conduct of 
both domestic and national security af- 
fairs, The ruling ha* particularly 
strong application to federal rugulatitin 
of business. 

Specifically, the Court struck down 
the so-called legislative veto, a device 
by which Congress has retained the 
power to overrule actions of the e*ecu- 



Rep Elliott UvM4*. 
a leading advocate of 
the le&taJallva veto, 
has Introduced a Mil 
designed to toniorm to 
the Supreme Court ruling, 

I Eye brandi^the Presi- 
dent, cabinet dt?|Hirtments 
and independent agen- 
cies— taken under broad 
grunts of authority from 
the legislature. The legis- 
lative veto, first imple- 
mented r>t.) year* ago and 
incorporated into laws 
wiLh increasing frequency 
in reeem years, results 
from the congressional 
perception that executive 
branch of fir ink might #u 
beyond congressional in- 
tent in using authority 
granted under various 
law&i 

Even as the Supreme 
Court was striking down 
the legislative veto as eon- 
flictmg with the Constitu- 
tion's formula for legisla- 
tive enactment*, a nwri 
was under way in Con' 
gress to expand signifi- 
cantly the congressional 
power to overrule execu- 
tive branch decisions. Con- 
greHsional (support for 
that expanded power 
stemmed in large measure 
from protest* by business 
that oversea loun fed«rai 
r uiihiUsrs had far exceeded their au- 
thority in imposing new controls on the 
private Hector. 

Because it will take time to sort out 
the specific implications and impact uf 
the CVjurt" k decision, business reaction 
thus far has been mixed, 

"As in most situations like L>tiS H th? 
htisineaa en mm unity ha* the most to 
li»e in the abort run," says Kich^nl 
Leigh ion, a Washington lawyer specjn'' 
ilihg in corporate matters. "Every on*? 
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has to be very watchful ami get (.heir 
input in as Congress reacta." 

On the other hand, Jeffrey Joseph, 
vice president for d< * me s t ic policy nr. 1 he 
U,S. Chamber of Commerce, isnys of the 
opinion; 'This is not the disaster for 
business thai many have made it out to 
be." 

The decision, be says, may force Con- 
gress to deal head-on with the long- 
standing problem of bureaucratic 
abuses of power. 

The Supreme Court decision thus 
may Lead to even more effective con- 
gressional controls over the regulators 
than might have developed if the logls- 
latjve veto had been upheld. 

James Miller, chairman of the Feder- 
al Trade Com mission and one of th^ 
Reagan administration's leading ex- 
perta on government regulation, says 
that tlie Court's decision could force 
Congress to be more specific in delegat- 
ing authority, and that "may be the 
silver lining of this decision." 

THE "silver lining" ' may be evi- 
denced in several other significant 
w&ys, These ire among the likely ap- 
proaches, in the congressional reaction 
to the Legislative-veto decision: 

• Use (if the power of the purse to 
Control regulatory agencies through 
the budget process, which determines 
how much money they get to operate 
and what it can be uaed for. 

• Increasing reluctance on the part 
f jf Congress to make broad grunts of 
power and greater concern over the 
fine print in such grant* as are made. 

• Incorporating into regulatory laws 
short-term M sunset" provisions for 
automatic termination of all or part of 
those laws, which would enable Con- 
gress to intervene relatively quickly if 
an agency went astray. 

• Increased use of congressional 
oversight authority* through which tbi 
lawmakers conduct broad reviews to 
determine whether federal operations 
■fe being conducted in the maimer envi- 
sioned by Congress w hen it authorized 
them. 

Extensive litigation is expected on a 
fundamental question raised by the de- 
cision, that of "^[mmhinty. 1 ' In strik- 
ing down the legislative vein, did the 
Court, invalidate every provision of laws 
con taining the veta medianram, or did it 
Ntrikt- down cmly those specific prov> 
tfOfcf relating to the legislative veto? 
There an- already arguments on both 
aides, and new litigation ha.4 been initi- 
ated m search of an answer. Congress 
■ proceeding, in the meantime, on the 
aasuThptiuji thai the overall laws, ininUK 
^his veto provisions., remain valid. 
'Hw Supreme Court's ruling came in 
ca*e brought by Jagdirih Rui Chadbn, 
tt native of Kenya. The Immigration 
*nd Naturalization Service allowed 
■hadha to remain in this country afsn-r 
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his visa expired, hut Congress, invoking 
a veto clause in an immigration Jaw* 
overruled the INS decision. Facing de- 
portation, Chadhn challenged the veto 
in court and won. 

In the Supreme Court's majority rul- 
ing. Burger hearkened back to the words 
of the Pounding Fathers to justify doing 
away with what he called "a convenient 
shortcut" around the Constitution's sys- 



J, Thv r-LNM.roV r.f the Cutis liiutiona] 
Convention reveal that the requirement 
that all legislation be presented Xo the 
President before becoming law was uni- 
formly nested by the framers, 14 Bur- 
ger wrote- 4 The decision u> provide the 
President with a limited and qualified 
jtower to nullify proposed legislation by 
veto was based on the profound convic- 
tion of the frame rs that the powers eon- 
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tern of checks and balances. In Bur- 
ger's view, the legislative veto allowed 
one Gr both houses of Congress to take 
what was in essence a legislative action 
without going through the normal leg- 
islative proccai— paaaage by both 
house* followed by the signature or 
veto of the Prenident 

The Jegitljitive v<>to, m ■.hnrL ripi the 
President out of the logialative loop. 



When me Supreme Court ruled against 
th# legislative veto, U casl a shadow over 
doien t Qf lows. Cong rest used the veto 
10 give Itself a voice In everything from 
troop deployment to energy price*. 

furred on Congress were thr power* to 
be most carefully circumscribed." ' 

Burger continued: 'The choices wo 
discern u.h having been mad*- in I hi- Con- 
stitutional Convention impos*- burdens 
on governmental processes that often 
seem clumpy, inefficient, wen unwork 
able, but those hard chokea were con- 
Acifiusily maile b\ men who had liv<*d 
under a form of government that per 
mined arbitrary governmental acta to 
£o unchecked." 

Most of the congressmen and buai 
new people who favored the legislative 
veto over the decades did not think they 
were offending the memory nf the 
Pounding Kathvrfc. 

They anw the legislative veto as the 
best way to make regulatory agencies 
responsive to the nubile, through the 
public's elected representatives hi Con- 
gress. Business groun* who *aw e* 
cesa in regulations affecting every- 
thing from children's television 
advertising In \hi n*r of bleach rnuld 
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u&k Cttngrcfl* to rail I hack thotw rules. 

'This ruling is a victory for bureau 
crats and a blow to taxpayers, who am- 
Odt vote tbofte hureauerats out of of- 
fice/' &ald Sen. Charles Grnssley 
■ JMown). 

Even in 0]*? executive bnmt:h, the Itg- 
wlutivf! v«la had its uipftorten among 
Ltioee who full that a grant of leafihcct 
[JoWer from (."on press Wl$ bdttef than 
no power at all. Many of the laws that 
e cm tain legislative veto provisions 
might never hai-e passed without 
Ehem — iind they may not flarvrve nny 
fctaUite^by -statute review Congress 
now undertakes, 

Congress may become w »tin(ry iii 
dc*]«Kiitinj{ powers that the Supreme 
Court rutin jr could turn out to be "a 
hidden defeat for the smperial PresirJi-fi- 
cy" rather than the victory it first 
seemed,, according to t-aurence Tribe, a 
Harvsi ni t nmT?My law fjroFt^H>r 

The uscbutiye veto will also b<? 
missed by many, incJuctinp dissent- 
ing Justice White, who viewed it hs a 
aamcUniro effective tool of political 
compromise and a way to share the re- 
sponsibilities irf government. Wrote 
White: "Th*- history of the reparation 
of powers Is also u history of aceommo- 
ri Alton and practicality-" 



Prnftttsnr Gerald Guuihur "f St tin. 
ford University said the Court s ruling 
w?is a "wooden, highly simplistic" inter- 
pretaUon of the separation of pownns 
doeirine and failed to Lake into ati-nunr. 
the need for flexibility in relations be- 
tween the twn branchesL 

Even FTC Chairman Miller, whose 
□pency sheds its lejcislativ^veto leash 
as a result of the decision, says r M Some 
type of legislative relo wan appropri- 
ate, we felL" 

Congress started work swiftly, in the 
wake nf the Sopremt- Court's ruling, to 
find a replacement for ihe legislative 
veto. Within days of the decision, Rep. 
Ullirrtl ijL'vitii)- ilM-ra, I- — who ontif want- 
Ad to extend the legislative veto to all 
:un"urt.- nf nil r-(T.ilrnnr> ^iin-b- pro- 
posed adding a new version of the de- 
vice to a funding bill for the Consumer 
Product Safety Com minion. 

Levitay pnipo&ed stripping the agen^ 
fyfif ull jmie^Ndfiit rulemaking power 
Li_nd Forcing it Lo _4ujjfnit proposed ru|i>s 
to Congress in a form similar to legiatt- 
tion. Those rules would have to be up* 
proved by both houses of Congress and 
submitted to the President for signa- 
ture before taking effect— a procedure 
mating the requirements of the Court 
decision. 

The Levftaa approach was broadly at- 



Ijji'k-'.l :is a .■unih'MVumi :-ysti'm liial 
•could bog down an already over 
whelmed Congress in ininuir ill Luil and 
n-jiisliitnn * nui^tiiitf. kH'Imrd U-iuh* 
tui i svarnf that, with lleaprarj appointees 
m the independent a^eneien, some tv^u- 
ration* that would have lo §rn lief ore 
Congress tinder Levitaa" system migJit 
aetunily be pro business— and thus 
couJd be endangered by cxpoaure to I 
mare liberal Conjtrush. 

Mfltnr, a Ruugan :ipj5ointce r ajrree*: 
"I'm concerned Congress might rnnve 
in directions that are not appropriate" 

AN ALTERNATIVE PROPOSAL 00 Con- 
i sum-cr Product Safety Commis- 
sion rules came frum Sep. Henry Wax- 
man (D Calif. V His plan would alluw 
regulations to take effect 90 days after 
appro val by she commi&Bion unites Con- 
grats parted a resolution of disapprove 
tti That resolution wnuld also have to 
be submitted to> and signed by t the 
President— again, meeting the Court's 
requirement that the President be in- 
cluded in the legislative process, 

Another, even more draft l it- solution 
tci the problems created hy the Court's 
niliuf? is ii rider ^onflideratinn in- some 
ivm^resj-itciiiiil i^airti-rn: pa^vn^E :i 
constitutkinai amendment tliat would 
ni low i egislative vetoes 0 




Success in business as in cftess, 
requires c/eirer and stmtegk po$i- 
uorung w*it\ wm\t\c f moves thai qi 
imes are tmiliont ahd a/woys (ogicai. 

Moke your next strategic com- 
munkobons move witfi one of TosNbas 
erJectrorr/c key telephone systems 
The Ski ota series ts eiaganc and feature 
packed to meet the requirements 
of small to medium size businesses 



The Serena VI, Strata XIJ and tfie 
Srrara XX arc a winning combination 
with easy expansion, quick instaNation 
and competitive pncing. 

Study the various features and 
find the s#mpie sophrsncaaon Chat 
makes Toshiba's Strata series your 
iogicaJ choice 

For more fn/ormaDorr on the 
Strata series cafi Toshiba today and 
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— clasaic buvnesa t^Jephone syateme 



see how we put other communication 
systems in check 

Toshiba America, tnt, 
2441 Mrche/le Drive Tustin. catj/om<a 

92680 \m\ 730-5000. 

f« Business Park Drive, Arrnonk, JVY 

10504 (9\Ai 273^750 

In Touch with Tomorrow 

TOSHIBA 
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The "Excess Capacity" Pitfall 



Unused industrial capacity should 
not be used to justify large in- 
creases in the money supply, a private 
Kecinr nconnmio utni w:trns. Thf? Fore- 
<:;lm. i t nU-r t>f the U-S. Chamber of 
Commerce notes that in some quarters 
such an EirgLiment lb beinjij advanced to 
Aupjwjrt the extent to which the money 
mj 113.1 ly fins LTruwni recently. 

Writing in the Forecast Center's lat- 
est Ewtiomu: Outlook. Ihfjmty Chief 
Econfuniftt Rtmaitri L it «J-^y> Lhi; conten- 
tion "ignores the fact that un expansive 



moiwtary policy has it* iiiipiict in the 
future, not the immediate present/' 

With economic recovery now under 
way, he adds, "excess capacity will 
evaporate at a rapid pace as buoiDeu 
expand* production to meet the name 
demand " 

Late this year and early next year, 
Utt says, excess capacity will be signifi- 
cantly reduced "just at the time that 
the year-long spurt in money growth 
wilt be having its greatest impact on 
economic activity and when the twin 



risks of accelerating inflation and ris- 
ing interest rate* will be at their most 
swot. 1 * 

The Economic Outlook, which hv 
elude* a detailed statistical report on 
economic trends (see table below}> 
shows that the Forecast Center's expec- 
tations for economic growth neit year 
are ritiingt The center now anticipates a 
6,2 percent increase in the grows nation- 
al product, after accounting for infla- 
tion, compared with a 5,7 estimate in tti 
report last apring- 



Economic Outlook 1983-1985 

Percent change from prwitius penod at seasonally 
aojusleti annual rate* unless otfiofwmo noted.) 



Quart en 





B3:1 


R3-2 


S3 3 


S34 


64 1 


84 r 2 


84 3 


84 4 


1S&2 


19ft3 


1984 


1985 


GROSS NATIONAL mODUCT 


























Real GNP 


28 


ee 


7.1 


64 


6,1 


id 


5.8 


5 2 


-1.7 


u 


a2 


8jQ 


Consumption 


25 




6,3 


54 


5.1 


4J 


4.2 


38 


10 


3.7 


4 9 


1ft 


flssidanii&f investmem 




38.9 


29.4 


V1 


8-1 


10.6 


69 


130 


- lo.a 




It 6 


T2 9 


Business fixed investment 


36 


2_2 


2,3 


106 


98 


B.a 


9 7 


96 


-3 6 


^0 7 


86 


9.7 


Equipment — T . TT 


&7 


4.6 


4.9 


11,2 


10 J 


11.0 


167 


110 


- 6 4 


0.6 


9.8 


109 


Structures 


-5 5 


-3.8 


-3-2 


A3 


7.4 


12 


7.5 


65 


29 


-3.4 


56 


68 


Exports . » . . 


0.3 


-2.7 


4.9 


6.4 


TJS 


6,4 


6.3 


6* 


6 5 


-5 J 


58 


59 




98 


63 


8.0 


9.8 


78 


7 5 


7 2 


64 


-02 


0.9 


78 


66 


Government purcnews „ 


-M 


-3,0 


6.9 


1J 


1.7 


3.7 


32 


AM 


1.5 


0.8 


26 


SJ 


Inventory cnango 


M 


- 


s 


T? 


27 


34 


44 


46 


-24 


-8 


36 


54 , 


(in billions oi dollars) 


























Mow car sale* (in millions of unrta) _ . . . 


e.4 


B.e 




10.2 


IDS 


11.0 


11.4 


11.7 


8.0 


82 


112 


132 


Hdusithh slarts (In millions of u rjtsj 


i? 


1.6 


f$ 


1.7 


17 


1J 


1^ 


1JJ 


1.1 


1.7 


1.8 


20 


EMPLOYMENT. WAGES AND PRICES 


























Unemployment rate 


10.4 


10.0 


96 


9J 


89 


83 




70 


|| 


SB 


84 


7 5 


(In percent) 


























Compensation ...... 


6.0 


61 


5,1 


S3 


7£ 


6^ 


6.3 


84 


73 


£9 


62 




Productivity . * » 


4,8 


4.3 


3 a 


as 


30 


2.5 


a.4 


24 




3.2 


gjp 


24 


Unli latxx cso*ts 


t 3 


1.7 


i£ 


■ 2ft 


4.1 


3.6 




3.8 


72 


26 




4-2 


Cormirnef pneva 




so 


M 




SO 


} 4J 


47 


48 


M 


3,4 


50 


5 1 


GNP D*Hilof , 


55 


5-3 


40 


4 0 


50 


40 


5.1 


b 7 




46 


A 9 


88 


(An index thai ddfLnls GNP for mflauon) 


























Print* jnum&t rat* 


io a 


10S 


10 J 


10.6 


10.4 


ICQ 


9.8 




14.9 


10.6 


89 


8 9 


(In penjenrft 



























CORPORATE PROFITS AFTER TAX 


1204 


137.2 


160 4 


1K.B 


1583 


iQtia 


175,0 


TB22 


103.1 


1403 


171,0 


1949 



NATION'S HlJHINKSS ■ A tN; LIST I***- 1 



47 



LESSONS OF LEADERSHIP 



There was a Lime, re- 
calls William C 
Douce, chairman and chit;- f 
executive officer of Phii- 
Hpe Petroleum Company > 
when hia firm ventured 
boldly into a new product 
Sine—mtfJ wa* bailed out 
by million* of undulating 
American, youngster*. 

In 1951 the oilmen in the 
Bartletvilte p Okla.. home 
office decided to plunge 
into an entirely new indus- 
try— the manufacture of 
chEmicgls and related 
uroducU, plastic* in par- 
ticular. The company weot 
straight from a small- 
settle prototype plant into 
mass production and con- 
verted oil people into 
chemical products *a lea- 
men. 

to a mult. Bill Douce. 
a young processing *n£i- 
neer, wsa ti"aiiflferred to 
New York City m l£Nw to 
become district Bales man- 
ager for plastic*. Phillips 
was pushing Marlex H a 
tough, heat-resistant plas- 
tic that woa inexpensive to 
make. 

[1 wan also bund to sell, 
Phillips had production 
problems that affected 
quality, color and apecifi- 
cations Salt 1 -* were slow — 
until the hula hoop craze 
swept the nation- The 
toy's manufacturers emp- 
tied Phillips' warehouse 
and booked the next six 
months of production- By 
the time the erase reced- 
ed, Phillips" salesmen 
were selling the pla^Uc to 
manufacturers of baby 
bottles and detergenL bot- 
tles 

When Douce was aunt- 
moned back to flartlesville 
in 1 5159, &£ director of plas- 
tic sale*, chemicals ac- 
counled for about a third 
of Phillips" profits. Chemi- 
cal earnings kept climbing until they 
reached percent. But sn recent years, 
chemical* have accounted for only 15 
percent of sales and 5 percent of earn- 
ings — the result of a calculated change 
of Focii^ hy the company. Today Philips? 
essentially has returned to i us original 
role as a petroleum and natural gas 
producer. 

It was Pouce who led Phillip* back 
toward its original path. "Our fttrate- 
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Making the Best Use Of 
Money and Manpower 



Phillips Petroleum's William Douce has led 
a management restructuring 
that has guided other oil companies. 

By Grover Heiman 



sippi River. Phillips' main 
activities are worldwide 
oil expEoraLiun and produc- 
tion, and refining and 
marketing in the Pnited 
Stale- ft is -ir.il I a signifi- 
cant chemical producer, 
with sales offices in &i 
foreign countries, and the 
nation's largest [jroducvr 
of natural tfas liquid*. 
Phillips also ha* interest* 
in cod, oil shale, uranium 
and geo thermal power. 

Three years after PhU- 
lipa was formed in boom* 
ing Baft lea vJ He in 1916, 
Bill Douce wa& born in 
KtngTnan. Km is His fa- 
ther, a druggist soon 
moved his family to Cald* 
well, another small town 
in the wheat belt, ju»t 
north of the Karw^Oklar 
noma line. There Bill 
Douce got hifi first expo- 
sure to wales and the 
world of work. 

In hih fir-m job Hi his fsi- 
ther'sr drugs Lore, he re- 
calls, "I used to ait on a 
stool out front and tpMM 
the customer* who would 
park at the curb for * 
soda. When I got a little 
older, my father promoted 
me to the inside. 1 feamed 
to do everything— except 
fill prescriptions, of course " 

When he Wll not in. nehool. he &ay*. 
his working hours were from 7 a.m- to 
10 p.m., iiu- hiding Sal ur (Java, Sundays 
and holiday*. "Thoae were hard tbmefi 
during th*> Depress ion/' 

By the time Douce graduated from 
high achimL whew he was an enthusias- 
tic member of tin- debating team, h* 
had decided to became a lawyer. But he 
heeded his fathers advice to major in 
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gy/' he says, "is to concentrate our 
money and manpower in those areas 
where we can be an effective competi- 
tor." 

The company with the Phillip* 66 
logo —inspired by what one* was the 
primary transcontinental highway* 
Route 66, which rum* near Bartle*- 
Yilfe— ha* assets of 313. L billion, h is 
the nation's 18th largest in Jus trial firm 
and the third largest west of the M i-— i - 



an undergraduate subject that he could 
use to make a living,, in ease he ran oiu 
of money to £et through Jaw school 
froure enrolled in the chemical engi- 
neering program at the University of 
Kansas, graduating in EU41 . mid then 
entered the university's* law school. 

"My dad was right." he says. "I soon 
ran out of money." 

World War 11 wan under way by 
Uh-jl. l>um:e was deferral from military 
service when he went to work at a Phil- 
ips refinery in Borger, Tex., thai made 
critically important high-octane avia- 
tion gasoline. 

The practice in those days was Lu 
start young engineers in the labor 
gang, ami Bill Douce was pot Id dij^ 
ging ditcher. After si* months on con- 
struction projects he beg&n moving 
■around the plant, primarily into those 
utiiLs LiiLil. processed crude oil into ga^u- 
tine and fuei nit 

By V-J Day, Douce ww on a alow 
' r.Hh through Texas and Oklahoma, 
headed for Bartlesville to work as a 
Supervisor in Lhe processing depart- 
ment, He spent two years there, then 
went to work in the patent division. 

AfTElt Mo kK than a decade with Phil 
b hps 1 Kiuce wus .i primt- candidate 
to move ap w r hen Phillips gut int.o chem 
wals. The company, then a* jirm\ places 
a premium on loyalty, and management 
decided it would rather turn loyal oil 
people irstn i«h*.*niK'uJ *ale«men than try 
to convert nutflide c hem teal Kales men 
ihte loyal Phillip people. 

When iMuare wn> recalled to Hartley 
^ille, hi- wemed deHtined to rUe in r.b- 
company hierarchy. By 1EM33 he wan 
chairman of the chemical* department 
operating committee. The next step up 
jvas a vice presidency a and Hill Douce 
1 id such visions when he was called to 
)t office of the president in June. ] L*hh 
H> got a joll inMead. The president 
wanted Douce to .mmcr^d Lhe manager 
uf Ihr chemical department, w r ho re- 
Ported to a vice present and was leav- 
ing JjijucL* was not elided The shift 
hufi the earmarks of n lateral move — or 
■nay be a move down. But the president 
firm: "] WM t you to take the job M 
Douce did, with the feeling that it 
was | dead end. Then, one Monday 
burning m J an nan , ]ttfiy, lie was called 
to the office of the chairman. He Was 
stunned when the chairman tntd him 
TO In a few minute* the hoard of di- 
rectora was. goin^ l.o name Dnuce a se- 
nior vice president, reco^nmn^ his role 
ir * increasing the earnings of the ehemi- 
^la department 

M Just like that," floure says, "the 
Wft turned over 
Hi- had leapfrogged over a jfsgtfle of 
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rtei presidents. He would eventually 
become the first chairman of Phillips 
who had not served as a vice president 
since the founder. Frank Phillips. 

"I wasn't concerned ahout the other 
vice presidents." Lkmce says, "but I 
was concerned about my former boos. I 
had suddenly become his boss. Hut that 
worked out fine, and we became the 
best of friends; ' 

Douce mo veil into the presidency 
when William F. Martin became chair- 
man and CEO in IJfiJ. He became CEO 
himself in 19ri»and chairman in 1UH1 

Douce s rise at Phillips certainly was 
not hindered by his civic involvement 
'i raally like civic work," he says, and 
beintf a Phillips executive in Hurtles 



Council on Fnreign Relation*. He also 
participates in civic activities in the Bar 
tlesvilJe area and strongly supfhirts 
medical and educational institution*. 

Douce, a University of Tulsa trustee* 
has received awards from Tulsa mid the 
I luv.^Mty of Kansas 

because of his heavy involvement at 
the national level. Douce is a familiar 
face in Washington. He takes every op- 
port unity to promote acceptance of 
President Reagan's plan to decontrol 
natural gap. 

"Basically, we feel it is time the gov- 
ernment stopped twisting and distort- 
ing the natural ^as market by imposing" 
regulations on the producers, 1 ' he saya. 
M Aa we've seen in so many area*, no 




In ii « qiHTBi for oil worldwide, PNIItpi has developed a promising lipid in me 
Republic of Ih* tvory Coast Douca and Mlnlttar Gui-EMtw recently vtiitsd th* 



ville gave him the opportunity. PhilhpH 
has Kiven vast turns for civic purposes 
and ha* given of its people, too. 

Over the years, Phillip* employe.* 
htve dominated the BarUes ville city 
commission; Bill Douce was one *f 
thtffle whi> served on it That might 
have been enough for the average as- 
piring executive, hut it was only a pre- 
lude for l>ouce. who served as presi- 
dent finst of the BartJeitville Jayceoa 
and then of the Oklahoma Jayeees, the 
Bartleaville l^hamber *f f^mmene and 
1 1 1 k- Okltihurna Stiiir I'hiiird^r of <'oio- 
merce. Today he is a diiwtor of the 
U.S. Chamber of Commerce. 

A former director of the Ghemfc&l 
Manufacturer* 1 Association, Douce i*. 
now a director and member of the exec- 
utive committee of the Ameneutt Prtm 
leum Instiluu-^ a director of the N ntba- 
jil Ajis^'iatmn of ManufLiclurers and ii 
member of the Buaine&« HoimdtiWt, 
the Nutinruil Petroleum Council and the 



group of bureaucrats can work &« 
quickly or as well its the open market" 
The open market has not been kind to 
Phillip* and other ett companies, for the 
past two year*- Heavily oriented to- 
ward jirudurtion, Phillips hag felt tht* 
iithfiHCt of declininic oil pricea. Earnings 
in were dowrn 27 pereent frum 
(otahnir $4M million on revenue* 
of $tJ>,9 billion. Major factors in the 
iiin-lmt-. in ^{jdilion Lo '}w pnee drrvp, 
were higher exploration costs and taw 
it 1 1 n idnriMH! 

IN im past 18 months, the eomp&n)' 
has cut it* work force 6.600 H to 
29.G(^l, dtroujfh attrition and The etimi 
nation of u>m# operationr, it has halted 
development of New MexK'u uranium 
deposits and curtailed coal production. 
In the company V It&tt annua] report, 
Etooee advtHod: To operate noereaifi]^ 
)y in this uncertain environment, we in- 
tend bo continue trimming hum profit 



ahk' acm ilk 1 s and enlarging our 
petroleum resource base" 

PhilLips took sl major step to- 
ward the latter goal last March, 
when it acquired Gei-eral Amcr- 
tcan Oil Company of Texan. This 
acquisition increased Phi! lips" 
production ot domestic crude oil 
16 percent mud of dozneitic pe- 
troleum liquids U percent; its 
domestic ft serves were en- 
liu-pfd by ;tl percent. 

A merger of the two firms 
hod been discussed in the early 
tSTOfi, buL, Douce says. "Gener- 
al American waa not interested 
in being acquired, and we had 
no interest in purs urn ft the mat- 
ter on an unfriendly basis." 
General American"* manage* 
ment had a change of heart in 
when a takeover by Mesa 
Petroleum Company loomed. 

The result, says Douce, was 
"a friendly transaction satisfac- 
tory to both companies and their 
stockholders/' 

Even though the acquisition 
of General American added to 
Phillips?" already huge size, the 
company is far from unwieldy, 
thank* to a restructuring; from 
the top down, in which Douce 
was a major participant 

"We had more than a dosen depart- 
ments, and they overlapped/' he says, 
"There wa* synergism between them, 
and we wanted to take advantage of 
that- A* an example, we had a refining 
department, s transportation depart- 
ment and a marketing department, 
They all handled refined petroleum 
products So we put them all together 
and called it a group and put it under an 
executive vice preatdenL On a world- 
wide hum" 

r'nur other tfruup* were formed: e*- 

f iteration and production, tfa* and ra 
Squids, minerals and chemicals. 'VV*j 
sent people out from Bartlesvdle to sit 
down and talk to our employes and ex- 
plain why we were doing this — inte- 
grating our operation*/ 1 Douce say is. 
Since then other oil companies, have re- 
stnirtiin-d their operations along the 
same tine*. 

p|.,ivj- p i riroeg l&eBwu 1 m particJ- 
mm pa lory management, and he 
wants the participation to be vigorous: 
"Our people are not afraid to speak out 
and argue with w. We've got no use 
for people who just say yes. But when 
the hi*** says wt; hav<j ail the input ami 
we've talked all we're going to talk, 
that'* when the ar^um^ *tups, and 1 
shut the door and make the decision-" 
He laughs when he describe* himself 




"Our people are not 
afraid to speak out and 
argue with us. We've 
got no use for people 
who just say yes/ 1 



as a decision maker: "I'm not always 
right* hut Ym never uncertain, 11 

Douce believes Lhat giving decision 
making authority to individuals if=. cru- 
cial; oth* j nviK- r participatory managr- 
menl becomes Watered-down manage- 
ment by committee. He warned in a 
magazine article' 

"Unless the leadership of buaineas 
takes the initiative to encourage great- 
er responsibility in decision making, we 
face the danger of turning the offices 
of middle managers into no more Lhan 
nimffjrE .-LaNons alm^ the ruud to re- 
tirement." 

Douce looks closely Lit Phillips' mid- 
'li- mafiiitivrs because of the company's 
record of promoting from within. His 
successors over the next several de- 
cades will face lough decisions and if, 
liki- Ih-mee, they are puk^r □layers, that 
rrauld he a pLurc. 

Recalling Phillip*' entry several 
years ago into a joint venture at Port 
Argtiello. in offshore California waLera t 
Douce aaya: ''When you put $600 mil- 
lion up front for a lwe- just to buy a 
seat at the poker table — you don 1 ! do 
that casually." 

The gamble paid oft The Port Ar- 
guelb field, discovered in I9&l h is esti 
mated to hold 300 million to &JU million 
barrels of crude, making it one of the 
large&t crude oil discoveriew since Prud- 
hoe Bay in Alaska* 



"But wi' nmdi* some <hM'ision±s 
that weren't too amarC Douce 
admits "We ^ul in To the Philip- 
pine*, and that wrong. And 
inio Home chemical businesses 
that we'd have been better off 
not jielting into. 

"We Kui itsto the frt*er busi- 
ness— nylon and polyester— and 
didn't fully appreciate that that 
was a lot bigger poker game 
than we realised. We had to put 
up a £rcat bi# stack of chips on 
the table, and when cotton 
didn't die. we had to get HP% 
and our nose was bloodied. We 
underestimated the cotton buys* 
wtm made a rulUm Lhal was 
wrinkle resistant, almost as 
good 03 polyester/' 

Douce, who spends 50 to 75 
percent of hi* time on the road, 
tries to m is vacations with those 
trips, but he is most content 
lounging around the poot at his 
home in Bartlesville, or bin! 
hunting, hi* favorite sport. 

His work day, when he ia id 
Bartlesvilk-. begins at 5:30 a.m. 
with a cup of coffee and a care- 
ful reading of the ntwipapqr. 
Then, weather permitting, he 
fiwims for 45 minutes, ha* 
bn-akfu&t and get* to the office be- 
tween 8 and 8:30. He geLs home around 
6 p.m. and rarely brings work with him- 
He and his wife, the former Willene 
Magruder, are avid waders and enjoy 
quiet evenings. 

When he steps down as. head of Phil- 
lips in a couple of years, at ape 65u 
Douce plans to keep moderate hut.y- 
Whatever fn- got* into, it moat lik>;K 
will in vo I v< ■ s ( J 1 1 m n 11 May I m* n . m m ercisd 
real estate in Tulsa." he aays. "Market* 
injr is my trun- love/ 1 

He has no qualms about moving 
: ilohk r . I'^jifidem rliiLL, a-- hv -:l>> with - L 
smile, "the company will run without 
me. Yon know, it was there before I i r "- 
there It'll be there after I'm gone." 1 

KmerjririK is a leaner, jnore efficient 
company that is geared for the future 
That future, S^ill Lkiuce S4iys p holds- ft 
flat demand for petroleum product*, 
over the next several years, and then a 
skiwer growth rate, compared with lhal 
of the paat p for the following two dr 

p The oil industry itasetf trill not be 
profitable in the nest 20 years as it ha* 
been in the past 20 p but it s still going U> 
be atlractive," he saya, "tf t didn't 
think so, Pd start lniuidatrng the com- 
pany now/ 1 0 
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A Growth Center ef the Eighties 



■ NDDNESiA CE LE3F1ATE5 its 38th annrver- 
1 SRry as an independent nation on Au- 
gust 17. The natron gamed indepen- 
dence in after 350 yeafS of Dutch 
rule and 3^ yeans oi Japanese occupa- 
tion during World War II. 

Indonesia rs made up of over 13,000 
islands Stretching more than 3,200 miles 
m a crescent from the Asian mainland Lo 
New Guinea The fifth most populous 
natron in the wcnU its population of 1 56 
million inhabitants (1880) is exceeded 
only by Ihe populations q\ China, India. 
Ihe Soviet Union and the United States. 

Each year the I nter* Govern menial 
Group on Indonesia (IGGI), which repre- 
sents major governments and interna- 
lional organizations, including the Inter- 
national Monetary Fund and (ha 
International Bank for Reconstruction 
and Development, meets to asaess the 
peri or ma nee of the Indonesian econo- 
my, examine its economic and soriai de- 
velopment prospects and discus extern 



naJ aid requirements. AN major 
participants ol Ihe 26th IGGI meeting, 
held this year in The Hague, Nether- 
lands, expressed praise lor the prompt, 
decisive manner in which the Indonesian 
government has dealt with the impact ol 
Ihe world recession 

According to the economic minister 
counselor ol the Indonesian Embassy in 
Washington, the United States delega- 
tion "recognized and applauded" the 
"courage and foresight" el the Indone- 
sian government for the firm measures 
taken to deal with the effects of tailing 
Oli revenues. In particular the govern- 
ment measures included a sharp reduc- 
tion in petroleum, fertilizer and peabcida 
subsidies, a public sector wage freeze, 
regulations limiting nonessential expen- 
ditures, tightening ol do-mestrc CrsdN. de- 
valuation ol the ruprah by 28 percent 
and rophasang ol severe* major capital- 
intensive public sector pr ejects, fn addi- 
lion, says ihe minister counselor, mone- 



tary measures were taken to accelerate 
the mobilization ol private savings to fi- 
nance economic development through a 
strengthened financial sector, 

These steps should provide ample ev- 
idence to the international financial com- 
munity and private investors at the sta- 
bility and sensitivity of the Indonesian 
government In it* effective response to 
rapidly changing world economic condi- 
tions. 

According to the official press release 
on the IGGi meeting, the World Bank 
representative stated that Indonesia 
should aim at a growth rate for Ihe non- 
oil economy of not less than 6 percent 
per annum for the second half of the 
decade. As a measure of the support 
and confidence of IGGI member coun- 
tries, pledges ol official development as- 
sistance eiteoeded the World Bank's 
recommendation ot $2 billion by more 
than $200 million. 

President Soeharto summed it up best 
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when in an address to the People's Cor.^ 
sulE&iive Assembly. Indonesia's highest 
legislative body, he said, "ft is this eco- 
nomic resilience thai enables us to 
weather economic difficulties and to 
make sharp adjustments to overcome 
those difficulties. 

Ffv**r*ar pisftb Prior to ihe reces- 
sion, Indonesia had one of the world's 
highest nates of economic growth From 
1 970 10 1 900. the gross domestic prod- 
uct grew as an annual rate ol 7.6 per- 
cent, compared with 3 percent for the 
United States and 5 percent for Japan. 
Key to Indonesia's progress has been 
the adoption ol five-year plans. The first 
five-year plan (RepeJcia l) k which wes 
completed rn 1974, stressed the devel- 
opment of agricultural industries. The 
second (Repel ita II), completed in 1979, 
focused on industries producing pro- 
cessed raw maienaJs, The third (Repe- 
'Ma I If), which will end next year, concen- 
trates on industries producing 
manufactured goodis. Th# fourth {Rape- 
lita fVJ; which wilf be announced by Pres- 
ident Soflharto in his Independence Day 
address, will feature the development ol 
heavy-machinery industries. 

Ol specific tntorest to medium- and 
Small* sized American businesses and in- 



dustnes are the recently issued Project 
Proposals for 19B3-&4, which list high- 
priority, long-term public Sector projects 
valued at a total foreign exchange cost 
of just under $13 billion for 19 sectors 
The larg-est sector specifications are ror 
sower, transportation, lelecomrfHjnlca- 
lions, agriculture and industry. 

This Itsl is presented lor external fi- 
nancing by donor countries, agencies 
and inlernabonal financial organisations 
Aflai financing has been obtained, the 
propels wilf be open lor bidding and 
contracting by interested companies, 

brpw+s/impor+t* The mosl impor- 
tant exports of Indonesia are petroleum 
and liquefied naturaf gas, accounting lor 
79,7 percent of tha $22 3 billion total in 
1 96 1 , followed by lorestry products, rub- 
ber, coflee. tin, palm products, fish, nicK- 
el, Copper and lea Indonesia's primary 
It aiding partners are Japan, the United 
Slates and Singapore, with ort making up 
the tautk of exports to the United Stales. 

In fiscal 1960-81, Indonesia's balance 
of payments was a positive S2.736 bul- 
lion. The worldwide recession led to a 
negative balance of nearly S3 tnlhon m 

1961- 82 and more than $6 bilhon in 

1962- 83. Improvement is anticipated in 
fiscal year 1 984-35, as regressive gover- 



ment measures take effect. A positive 
sign Is ihe Central Bank report that non- 
oii and gas commodity exports rose to 
$1.26 twHion during the first lour months 
of 19&3 H an increase of 3.2 percent ovm 
the same period of last year. The renon 
was published in the June issue of Na- 
tional Development News. 

The government is in the process of 
Simplifying procedures for exporters and 
identifying lor special consideration 
COTKTKxMaes expected to have a foreign 
exchange earning potential exceeding 
S1 0 million over the next five years 

Katwrtil riuiittfl* Indonesia's re- 
sources have been a lure for centuries. 
The first successful oil waJJ was drilled 
On Sumatra rn 1663 Production in- 
creased to a peak of 615.1 million bar- 
rate in 1977. The nation s reserves ax- 
ceed 50 billion barrel*. In i960 
Indonesia ranked 12th among oil pro- 
ducers and eth among OPEC members. 
In 1 9B1 oil and gas exports amounted to 
$17.6 bullion 

In 19BO Indonesia became the world s 
leading exporter ol liquefied natural gas. 
Its 1960 crude oil equivalent of produc- 
tion was 1 86.7 million barrels. Japan rs 
the leading importer of LNG Another 
major foreign exchange earner— « t 06 



Human Investment 
Transfer of Technology. 

Two of the Many Elements of Our Strength. 



Since 1924 we have been cxpk>nntftW crude rut, but ir was smr nnnl 
1952 - 2iS yeur> later • i li:ic we pnnJuLeii the frn-t Jr^p t-1 >ni 
Throughout thi">*c ycaiHi we Have been able To play a key mle in 
developing a major source of energy tor Indonesia and the world. We arc 
pnnid Tl i he able to participate in the n.icii-rul Jirvelnpmenl lhtmi^h aft 
dteenvc InJiinettHmritrrtin program. [Vvelnpinf* human resources U 
vital tu rTUM-f rfir ru-e.2 Uirt.ipiibk- niiinp.uver, lltiJ -Jiarin^ knmv-lnm i\ 
essential in improve p^rtomianee. These two elements are integral parts 
ol out Olivine*, where human investment is a phtlusophy smJ where 
transfer of luclinolog} is an ohfemvc 
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billion m 19A1- is (he mining of miner- 
al. The nation is itie world's second 
largest producer of tin. Indonesia is rich 
m nickeF, iron, copper, manganese and 
bauxite. Sines 1970 production or miner- 
als has Increased 30 percent and ac- 
counted for 10.5 percent of gross do- 
mestic product in 1 979. 

Avrknlhfrv. Agriculture contributes 
about 3D percent of the nation's GDP 
and employs about two thirds of The la- 
bor force. About 12 percent oi the land 
mass is under cultivation. Primary food 
crops are nee. com, peanuts and soy- 
beans. Indonesia is a major exporter ol 
rubber, palm oil, tea and coffee The 
nation ranks second, after Malaysia, as 
a producer of natural rubber and palm 
oil. 

The natron is often catted the Grew 
Gold Mine of Southeast Asia. More than 
60 percent of the land mass is covered 
with tropica] forest Forestry products 
rank after petroleum and natural gas as 
a source of foreign exenange. Major 
Customers are Japan, Singapore. Tai- 
wan and Italy 

A mapr feature of the ttve year plans 
is transmigration-— the moving of people 
from densely populated regions, such as 
Java. Madura, Bali and lombok. to thinly 



populated areas, such as Sumatra. Sula- 
wesi and Kalimantan, where ihey are al- 
located 1 2.5 acre farms. 

M«whKfirinf> Indonesia, like many 
developing nations, is striving to broad- 
en its industrial base by promoting the 
deveippmenT of manufactunng indus- 
tries with both domestic and foreign in- 
vestment. Most of the manufacturing 
sector is involved in consumer goods 
production by private enterprises, focus- 
ing on food processing, beverages, to- 
bacco products, textiles and electronics. 

Stale-owned industrial enterprises, 
some operating m joint- venture arrange- 
ments with foreign firms, produce ce- 
ment, fertilizer, petrochemicals and to- 
sic metal products. 

Other important segments of the man- 
ufacturing sector are paper and pulp, 
automotive tires, pharmaceutical cop- 
per w»re and cable, aluminum, shipbuild- 
ing and repair, plastics, ceramics, light 
bulbs and numerous handcrafted goods. 

TourlM. M is expected that by the 
end of t9fl4 tourrsrn will rank fourth as a 
source of foreign exchange The Indone- 
sian government has pieced a htgh prior- 
ity on attracting tourfsts to Indonesia 
Tounats can now enter Indonesia and 
stay there for two months without a vrsa. 
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BNI 1944 Opens 
Mew Y*rk Agency 

Bank Negara Indonesia I M8 is 
the leading bank fn Indonesia in 
domestic and international buaf- 
rwss Established m 1946 as the 
first state-owned commercial bank 
in Indonesia, it knows very well the 
intricacies of the country's banking 
system because it has been in- 
volved fcn >is growth from the very 
beginning, 

BNI 1046 offers tull-ftadged 
banking services with increased 
capabilities, improved skills and 
modern technology. With a world 
wide network of correspondents 
and operations fcn financial centers 
like New York, Tokyo, Hong Kong r 
Singapore and Bahrain, BNI 1946 
is the name business can count 
on Wilh 235 domestic branch of- 
fices located in every corner of the 
country, BNI 1&46 reaches more 
village communities than any oth- 
er commercial bank in the country 

With approximately 12,000 em- 
ployes, who are being trained con 
tinuously to upgrade thekr skills, 
the besi and moat experienced 
bank will no doubt give the most 
efficient service, because it know* 
the local market and business 
COndrUons- 

BNI 1 946 will soon be operating 
as an agency in New York; for the 
past 1 2 years it has had a repre- 
sentative office there, BNI KMB 
wdl know axactiy how to serve the 
needs of banks or customers in- 
terested in developing business 
between the United States and In- 
donesia, 

BNI growth continues, 

and this means more business 
opportunities. The wide range of 
activities— trade finance, project fi- 
nance, money market manage- 
ment and foreign exchange trans 
actions— will be among Its main 
interests. Bank Negara Indonesia 
1 946 is a state-owned bank, with a 
commercial enfraprermjrsHp- 

Financiaf highlights as of March 
31, 1683 (In million rupiaty: 



Total Assets 
Total Deposits 
Loans and Advances 
Bill Receivables 
Securities and 
Investment* 
Shareholders' Equity 
Current Year's Profit 



3,949.953 
3742.391 
2.478.W* 
59,015 

1,142,975 
207,562 
10.946 
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BUSINESS WITH INDONESIA? 

Look to the Leading and Most 
International Indonesian Bank 
with over 230 Domestic Branches 
and International Oil ices in Toky^o, 
Hong* Kong; Singapore, Bahrain... 




We will shortly promote our 

NEW YORK 

Representative to an Agency. 

i" u .<[< <i -it 

l Exchange Plaza. 28th Floor, 
Newark, N.Y KXXM. 



Bank Negara 3ndone,sia 1946 

THE FIRST STATE-CftVNED BANK 

Tnrfi finance . Projict Finance • Honey Utrkel 4 fmi. fit. 
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Indonesia 



in add-on. ihe gavernmenl has desig- 
nated more airports and seaports as the 
first point ol entry, 

Fir>li» Iptvmnmmi. Foreign invest* 
menl has been a major factor in Indone- 
sia's economic growth From 196? fo 
1&02 foreign investment totaied $11.6 
bilPion. covering an projects The top 
Jive investors have been Japan, 54.34 
biHion (206 projects); Hong Kong, 51.2 
trillion (134 projects): Canada. $BSC mil- 
lion (5 pjojects}: United Slates, S67G mil- 
lion (73 projects); and the Netherlands, 
SS50 million (43 projects). 

Foreign direct investment is governed 
primarily by the Foreign Capital Invest- 
ment Law of January. 1 . as amended 
m August, 1970, The Indonesian govern- 
ment welcomes foreign investment and 
provides maximum pncent?ves for punt 
ventures in lop-prionty protects. 

Joint ventures normally refer to col- 
laboration between foreign and Indone- 
sian investors, particularly with respect 
to et*urry partopatic-n. Priority protects 
are those identified by the Investment 
Coordinating Board as the ones that will 
most effectively advance the national 
development pnontoes. 

Indonesia's Investment Coordinating 
Board — 6adar> Koordmasi Penanaman 
Modal (BKPM)— is a one-stop irrvesh 



Arncham Champions 
Economic Growth 

The American business community 
In Indonesia *s represented through 
the American Chamber of Com- 
merce, Indonesia. Arncham Indone- 
sia, with 355 members, is affiliated 
with the Chamber of Gomrnerce of 
the United States of America, the In- 
donesian Chamber of Commerce and 
Industry (KADIN) and the Asia Pacific 
Council of American Chambers. 
YUe can make an ongoing conln- 

bvuor? to Indonesia** drive for mod- 
ernizatton/' says Harvey Goldstein, 
president of Amcfwn. "As a nation fn 
transition, Indonesia's needs will fre- 
quently change, and it is our chal- 
lenge to remain responsive to Ihose 

"The Indonesian government's 
commftmefrt to the private sector is 
evident. Through KAOIN, Arncham 
maintains strong finfcs with alt govern- 
ment agendas. We work closely with 
KAOIN to identify indoneaian antra- 
praneura as local partners for U.S. 
investors. As the pace of moderniza- 
tion quJctara here, the contribution 
U.S. business can make will expand 
greafJy, and trie ongoing transfer of 
technology wtii be a fcay part 0 

56 



merit agency. Trie investor deals solely 
with 8KPM (except for forestry and min- 
ing projects) for alt approvals, licenses 
and permits required to establish or ex- 
pand production laciNttea m the country 
and to receive financial incentives, 
grants and other incentives. 

BKPM is represented in the United 
States in New York Contact 

Hrsaidt Kasn. Director 

Indonesian Investment Coordinating 
Board 

420 Lexington Avenue 

New York, N. Y 10017 

(212»210-&B60 

h i e n tlfw fvr bmiterh, Indonesia 
offers a wide range of incentives and 
guarantees to the foreign investor, par- 
ticularly for those investing in pnority ar- 
eas, Such m 

* ftx hoiktoy far priority projects In- 
vestors in pnonty industries qualify for a 
basic two-year exemption irom corpora- 
tion tax. which may be extended. 

■ 30 piiafH fcivettinenf eftawence* An 
arnount equivalent to 5 percent of pa*d- 
up capital may be exempted annualry 
tup to tour years} from taxable profits, 

• Dividend lain. Shareholders re- 
ceiving dividends may be exempt Irom 
dividend tax for me period Of the compa- 
ny's tax holiday. 




Harvey Gokfatefn it prselrJenE of 
Am*: ham Indonesia 

Goldstein, a longtime Indonesia 
resident and president of Resource* 
Management International Inc., 
adds: 

"Despite the effects of She world 
recession, t believe the overall owl- 
look for Indonesia and its economy is 
optimtellc, as there rs still tremendous 
untapped potential here A flmety and 
dynamic nauonai development pro- 
gram is constantly being refined and 
goals are adjusted in accordance 
with prevailing conrJtiOfll/ 1 




The Investment Coordinating Board 
{BKPM) has a mandate not only to fostar 
domestic and foreign Investment bur also 
to ftsAiat foreign bu* in#*iaa In 
eataMiahirog profitable operations," says 
fllsaldr Kaari, BKPM director In Maw fork. 

* Accelerated deprecielEon. Acceler- 
ated depreciation of fixed assets is al- 
low ed- 

* Additional rax incentive!. Additional 

capital investment incentives an- 
nounced on Feb. £0. 1 961 . are designed 
lo encourage invesimenl in JabOMnien- 
srve industries, in industries that gener- 
ale large foreign exchange earnings 
from exports, and In industries that are 
located in areas in need o1 development 
and that consequently create new facul- 
ties, and assume greater risks 

investments meeting [he govern- 
ment's criteria will obtain additional tax 
relief for up to 10 years. 

* Import dufie* exemption* The entry 

into Indonesian territory of all fixed as- 
sets, such as machinery and equipmsnl 
needed (or the operation of the ap- 
proved enterprise, may be exempt from 
import duties. 

Tep-prieritj flekle— If 43-14. Each 
year BKPM issues an investment priority 
Iffll that categorizes selected invest msnt 
fields according to three levels of priori- 
ty, The fir&1 ievel or lop-prionty fields fo 1 
19B3^4 are- 

* Aerkurtvre^ Production and process- 
ing ol rood, crop*, livestock, fehane*. 
plantations and forestry, 

* Manufacturing- Electronics and 
electneal apparatus and components,!^ 
I e communications equipment, basic 
chemicals, pharmaceutical component 
ba$JC motal industries, machine tools- 
agricultural machinery, construct^ 
equipment machinery, shipbuilding, mo* 
(Or vehicle asaernbfy and components 

* Mining. Precious metals and miner- 
als, ferrous minerals, nontarrixiB mirier 
ala, coal indusinal minerals, rninrng con- 
struction servtces, 

* Energy, Ekictrice! power generation 
and transmission 

* Hoed Infrastructure, ToN roads and 
toll bridges. 

» TouHim, Hotel facilities. 
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PT ASTRA IIMTERNATIDNAL, INC. 

AND SUBSIDIARY COMPANIES 



JL lr. H. Juanda 22, Jakarta, Indonesia, 

Teie* : Astra Jkt. 44376-46241 , Phones 375008. 

Principal Business Lines : 
I . A u to motive By si ness 

- Toyota 

- Daihatsu 

- Honda Motorcycles 

* Parts 8c Component Manufacturing 

II. Heavy Equipments & Farming Machineries 

■ Komatsu 

Massey Ferguson 

- Sumitomo Linkbelt 



III. Office Equipments & Trade 

- Xerox Copiers 

- Caitex Lubricants and other specialty products 

I V. Agr i Business 

V. Woodbase Industrie* ■ Sawn Timber & Plywood 

Hap resent at ive office* ; Hongkong Singapore. 
Branches in Indonesia ; Jakarta, Bandung, Semarang, Surabaya, 
Denpasar, Ujung Pandang. Baiikpapan, Banjarmflsin, Sarnarinda, 
Tanjung K a rang, Pale nibs ng, Medsn. 



PT ASTRA I ISJ T E ATI QTJ A.L, INC 





William Soeryadfiya i* chairman of 
FT Astra International Inc. 

■ Hoyiin^ low -cost nouses as well 

Invtilw rtawptbiim. Here is what 
two investors have so say aoout invest* 
mant prospects in Indonesia ' 

Robert C. Mi lis, president and general 
manager of M&brt Oil Indonesia, Inc., otv 
serves that there are several reasons 
why Indonesia is a good place lo invest. 
The nation is ai a relatively early sGage 
of maturity, and tnare is anormous po- 



tential lor technical development toward 
which Mobil is contributing by training 
Indonesians ac several levels of man- 
agement and technical e*paritse, 

In addition. Indonesia has had a re^ 
rnarfcabte record ol political and eco- 
nomic stability, ,f The responsible man- 
ner In which President Scenario's 
government ha& manage (he earning tji 
foreign exchange has now she unquali- 
fied respect ol the American business 
community .'' Mills says, 

William Soeryadjaya, chairman q\ PT 
Astra FnternationaL Inc.. a major Indone- 
sian holding company wish subsidiaries 
m auTomotives, parts and components 
manufacturing, heavy equipment farm 
machinery, office equipment. trading, ag- 
ribusiness and wood-based industries, 
sard m an interview with Nation's Busi- 
ness: 

"Now is the time for the American 
busmass people? to come in and inve&l 
lo make a profit, of course. . . . There is 
plenty oi room for the American 
businessman." o 



Actt iiff wled^emenr* 

Nauon's Business raipmsan t\s ap- 
preciation tor assistance in me prepa- 
ration d Ihi* Section 10 His Excellency 
Hasrtan Habib, Ambassador ol Indoffe* 
sua to the Urotad States; HochakJ Se» 
(yoko (lolt^ Minister Counselor (Eco- 
nomic), and Ngurah Gedne fright), 
Minister Counselor (Informatton), Indo- 
nesian EiTiuassiy, Washington, DC fii 
Midi Kauri, U.S. Dtreclor, IrwosMrwnt 
Coordinating Board. Now York, and 
Harvey Goldstein, Pre&den!. Amcham 
Inctonaara. Jakarta. 

pnobos ware provided by the Minis- 
try of Tounam, Jakarta, and Hie tnvesl- 
mom Coordinating Board. Na* Vor k. 





CONGRATULATIONS ON THE 38TH. 
INDONESIAN INDEPENDENCE 
17 th August 1945 - 17 th August 1983 
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Prompt Pay: Small Business 
Now Wants State Action 



UtfCLl &AM in earning & better repu- 
tation with small business by pay 
ing more of hie billa on time. There i« 

ph^il 1-iML^Hl. fi'il- I 111- lin])INrVijd ,h'rf-ir 

finance*: I "nilcr ;■, new luw, Interest ta due 
r »i the government's overdue bilte, 

During the first sdi months that the 
law was in force, government agencfe* 
paid interest totalling & r »l8/)(X3, aeroraV 
ing LO the Office of Management and 

"Thui's way bolu* what anyone pre- 
dicted," says Kenton hiUk\ diiwuT of 
the Coalition for Slate Prompt Paj 
"We thought it would be tn the mil 
liana." 

A coalition of £1 business asaoria- 
tiotfcs* led the campaign for passage by 
Congress of the Prompt Pay Act uf 
I9#2 Now that coalition has regroup*^, 
with Zl members, as the Coalition for 
State Prompt Pay, to ttncouraE* pas- 
sage nf similar legislation by states. 

tinder the federal act, the gervern- 
ftfenj i:- supposed to pay contractor* 
within 30 days of receiving an invoice. 
Afti^-r 45 days, the ^over-miiem muel 
pay interest on the amount of the bill, 
frorn the 31st day on. The interest rate 
^ the current rate on five-year Trea* 
*ury norm 

John .). Lordan, deputy assodJU* 
r,J t!i.or of finance and aecou Filing for 
OMBp uyi that "there is a strong of- 
KM throughout jfawmment" to avoid 
i nr. rv>! penalties. 

fGMH eonaidera interest charges on 
inu- payments a waslc of taxpayers' 
da Hani— but it also frown* cm early 
Payment. 0MB wnukl like agencies to 
Pfty promptly al HO days, no earlier and 
no Ut^r.l 

Although the pay m out pro- 
GfcBs has been vastly inv 
Proved, some agencies still 
*re noi meeting the require 
■rient* of the act, which took 
Sffcct lost October I. 

One business told Paltie 
1h ai payment of n bill for SST7 
212 days overdue from 
■h" fh-smrlihrfil nf ih-illli 
and Human Sorvfaw. Othwr 
^^Ninir^ .if Uill-; rM paid OB 
time: Treasury Department, 
**2 day* late on a bill for mi 
Ptmtal Service 113 d»ya. on A 
J >11 for *78|; and the Central 
^Wllgencit Agency, TB davs\ 
•*n one for 

"From l\w reports I've re^ 
p Hved," Pattle says, "the De 



Thanks to a new law, 
Washington is paying 
its bills faster, and 
a drive is on to get 
states to do likewise, 

fense Department is the worst offend- 
er." The Pentagon had to pay more 
than *30(J P tiG0 in interest an overdue 
bill*— more than half the government- 
wide total—during the first six months 
under the act 

Pattk? says the Navy in particular 
ha* generated complaints* with small 
businesses citing a number of bill* 
more tLir r^K) days overdue and sever 
a] more than MO days overdue 0MB 
hay written to the Defense Department 
about the Navy problem*. 

One agency created problems for it- 
self by nnt slartin^r the 30-day count 
until an invoice had traveled through a 
uuuiht.r of office* and arrived at the 
fin a ace center. 0MB has correctwi that 
misunderstanding. 

Puttie say*, however, thai mjimu fed 
end agencies" performances have been 
better than expected, and some have 
bri u outstanding — even ftomc within 
the Ltefense Department 

For example, when Navy Captain 
Gerald Lunger arrived In to lake 
Liver the Defense (.YiritracL Agency* 
Philadelphia regional of Ticej, which 
spends $4 hi 13 ion a year, he frnind that 
40 percent of the bttls wesv being paid 
Tate. Longer has that overdue total 
down to percent; since the Prompt 
Pay Act went into effect, hid office ha* 




Ken ion Pittk headt the enmpaigo to entand prompl-piivmerit 
rdn to gov»rnm*nli betow Th« fvdaril ItvaJ 



liaii to |jay only several hundrefi An liars 
in interest on overdue bills. 

The Prompt Pay Act, Patlifrsays, has 
proven that without interest penalties 
the federal customer ban no incentive 
to respond lo complaints about oveniuo 
hills, although the Reagan administra- 
tion and prerioUA adminiRtratinn^ have 
[utshini fi?r ]>rnmpt payment 

At the time the federal taw was 
pasaedp 14 states — Alaska, Arizona, Ar- 
knnaaa. Calif^rriia, FlurULa, Hawaii, Illh 
noia, Lmiiaiana^ Maa&achttsetta, Michi- 
gan, North Carolina, Oregon, South 
Carolina and Washington— had mme 
form of prompt pay act- 
Since then t such legislation has been 
enacted by 12 states— Colorado, 
Delaware, Indiana. Juwa, Mur>larui, 
Montana, Nevada, Oklahoma, Penniyl- 
vania, Rhode [aland, Utah and Wyr;- 
min^. 

AmaJ'UK takgct of the State Prompt 
Pay t/fJiijiEn>!i is th<- th.->lnc: iff Oj- 
lumbia. which Pattie calls cne of the 
country's moBl iilug^Lah bill payers. 
Among examples he rites: a $5,277 bill 
for rental of & truck by the University 
uf tlie rh'sLricl i>f ("olumbia was 9^7 
days overdue on May 20. (The bill has 
nince be^n paid,) 

The coalition see& pa&Aagfi of II 
prompt pay act by the District a* set* 
tfnjf the atage for a third thnwt, at city 
and county ^uvernmentH and school dt£ 
trictfr. ''Small buaines^es rejKjrt that 
I hey have U-Hi (wwi to put hundreds 
of citie? and school districts on "cradit 
hold/ with caah on delivery required for 
every puirhaa*, 11 the coalition saya. 
But for tk fc time being, the coalition 
is urging small husinesa to 
keep the spotlight nn Htati; 
(Covemm+*TitH, to eiic*iu raite 
lht)m to paaa laws esu^hlish- 
tn|r payment standards for 
all state institutions, includ- 
ing hospital* and univer-.i 
ties, and to apply those lawn 
whenever ptate funds are ex- 
pended by ttfttl govem- 

Supporter* of prompt pay- 
ment billft see the isauc aa 
faime**. Says Alabama Mali 
Senator Dill Cabannia, apon- 
sorof one. hill: "J don't thmk 
that m|iiiM-i^ [jayment in lu 
dayi ia a harah require^ 
meat* 1 

— Grovof He*mar> 
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When Managers Become Owners 



The leveraged buyout turns executives 
into owners of their companies. 



IN the late 1970*, Allied Chemical 
acquired Eltru Corporation, ft SI .5 
bill km conglomerate strong on industri- 
hI and electrical products. Its opera tin*? 
units also included ion verso athletic 
footwear , and Allied took a hard look at 
that company. 

Converse was a consumer business, 
and the new parent had not been native 
In that field. Canvera-e's annual sales of 
less than $200 million did not impress 
ABed, which decided to sell the compa- 
ny Rut snst«ad of hiuiig AiAti to (mtaid- 
ers. Converse waa taken over by old 
acquaintance*— its own management 
team— through a growing practice in 
American finance, lhe leveraged 
buyout 

in a leveraged buyout, those buying 
a company put down a vary small 
amount of caah and borrow the reft. 
They use the company — which typically 
\h almnht debt-free — us co] lateral, tn 
Converse's case, the purchase price 
was SI Oft mil I ion. The "if» investors— 3Ei 
of Lhe in management members— nut 
down 410 million, which went into com- 
mon stocks Two banks, Manufacturers 
Hanover and Morgan Guaraniy TmsL, 
supplied $70 million, and Allied retained 
a S2fl million share. 

Manage men I buyouts ure rapidly 
becoming a trend. Their number 
last year rose to 115 from S3 in 
IBS and 4? in t9W0. 

Why the growing allure? The 
I j rime attraction i* the prospect of 
quick returns to the initial invee* 
tore, "In 1B82. it* first year of op- 
erntion. Converse earned about J7 
million and didn't pay a dividend, " 
explains Carl Ferenbach, a manager 
with Merrill Lynch White WHd C:t f .i- 
tal Market*, an investment hank- 
ing firm that tends to* nivwta 
in and manages buyout trans- 
actions. Those wha put up the 
Si ft mitlirm suddenly had an in 
vestment worth JIT million, u 
70 percent growth spurt. 

Since management owners 
are usually eager to expand 
their companies" lines, many le- 
veraged buyout firms eventual- 
ly go public Converse did no 
bat May p notes Its chairman, 
Richard Loynd, to support 
more aggressive campaigns in 
its footwear line, expand into 



the casual clothing field and enter inter 
rmumaJ markets-. 

°0ar debt position, ia solid now/' 
Loynd says. "We've paid off our initial 
investment and [ hope that by the end 
of thin year our debt will be only half of 
our shareholder equity . When we start* 
ed out. it was better than 400 percent of 
shareholder equity.'* 

Leveraged buyouts offt-r nthfrr en 
ucsiments. There is the chance for oper- 
ating management to take control and 
implement changes previous owners 
may have vetoed. Buyout* can mean 
Lhe "rev realization of a chief executive 
into a mature entrepreneur, 11 says 
Leonard Shay kin, managing general 
partner uf Adler and Shay kin, a New 
Yrrrk investment partner&hip. 

How can you tell if ll company is a 
candidate fur a leveraged buyout? Here 
are some guidelines: 




Convert Chairman Rkhard Loynd holds Ultered 
aiwakar, msmsnto of l*vsf sgvd buyout of company. 



a h is a solid but not a fast-growth 
buainusa. 

a It has little ■ ir no dent, because it is 
not growing fast and haa no need for 
tremendous amounts of capital. 

a It has neither a large inventory nor 
a need to finance customer purchases 
and thus has cash reserves. 

Another indispensable ingredient is 
having a management team dedicated 
to doing whatever is necessary to get 
the company on an Upward track quick- 
ly, because, according to Loynd, "any 
oeonnmic bumps, will wipe your equity 
right out" 

Leveraged b irYOtrra art' no Si nap. The 
■ process is fraught with human dra- 
ma; in most cases, life savings are in- 
vested, second mortgages placed on 
homm 

Financing can be a big hurdle. The 
most favorable interest rales mu*i bf 
found, and intense negotiations are 
usually needed to determine how much 
uf the company the buyers will have to 
give up to the lenders to secure financ- 
ing. And there is always the possibility 
of rejection; lenders may think that the 
purcha.se price iMoo htgh. 

IT financing is approved, complex ne- 
gotiations follow, to fix the rights and 
reaponsfchEUtiea of each party. And the 
n*w owners must accept restrictions 
ami loss of flexibility. Lenders will al- 
ways insist that the company have a 
certain amount of working capital on 
hand 1 maintain a specific level of net 
worth, not &ell any assets and never 
upend more than a let amount every 
year. 

Expert* on leveraged buyouts main- 
Lain that too many people involved in 
such tninsacrtimis do nut know 1 
what they arc getting into. Man- 
agers at a firm supplying th# 
automotive industry arranged 
sl hiiytnu juM before the hi Jus 
try nose-dived in tSfll. The com 
pany barely survived the drain 
ipf interest payments on the 
buyout loan- 
I "Leveraged buyouts Willi* 
J li tantalizing picture/ 1 say* 
j Loynd. "They are a way W 
| make a heck of a lot of money 
f fast if they work and to to*' 
your shirt if they don't" 

—Mary- Margaret Wanhjtfk 
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SuperCityUSA 51 * 
has Super Attractions. 

Where 

etee wtit you find 
3 .000 lakes, , . 132 gott courses 
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ANNOUNCING THE 

IDEAL CO-OP 
ALTERNATIVE TO 
TELEVISION, RADIO 
AND NEWSPAPERS 



You didn't know it was possible to buy 
upscale national magazines on a local, 
even zip code by zip code basis? News 
magazines like Time and Newsweek? Busi- 
ness magazines like Business Week and 
Dun's Business Month? Home magazines 
like Metropolitan Home and Better Homes 



HOUSE 

BEAU HI l 




and Gardens? 

Magazines that reach 
your target market and only 
your target market, without 
any overlap or the waste so 
prevalent in other media? 

Or that it's easy to ac- 
complish, eminently affordable, available throughout the 
country and you have complete control over the money and 
the creative? 

Then maybe you betteT find out what highly success- 
ful coop advertisers like New York Life, BMW. 3M Scotch- 
gard 1 * Hart Schaffner & Marx, and Clark Equipment already 

Give Peter Karsner, Co-op Marketing 
Manager at MNI, a toll free call at 1-800- 
368-7001 or call collect at (703) 241-8540. 

We'll be glad to send you our free 
co-op booklet and fill you m on all the facts 
on how to spend your money only on 
the people who'll make you money. 

c mi ui khu iv mt> -n»<i *w» w re* m» 





Think of Washington and Baltimore as our suburbs. 

For two reasons, Because Columbia, Maryland, is be- 
tween those cities. And because we're a thriving city in our 
own right with 60,000 people and X2CO businesses all 
growing together. Sigbusinesses, like GE. and Westinghouse. 

There's no better way to tap the wealth of the entire re- 
gion from one address. The Washington Beltway is 20 
minutes away, with Baltimore even closer. And whether 
you're looking tor acres of land or square feet of space, you'll 
find Columbia costs less than either of its neighbors, 

Columbia also makes it easy to do business. First-class 
hotels and fine restaurants are right in town. International 
flights from BW1 Airport are as convenient as domestic ones. 
And then there's the pleasure of working in a bright vibrant 
environment designed to help business grow. 

Living in Columbia is a pleasure, too, from summer 
concerts to a mcdl with 187 stores to 23CO acres of lakes, 
meadows, and woodlands. And exceptional values in 
housing make relocating here even more economical. No 
wonder so many companies have embraced Columbia's 
location and lifestyle. 

Want to open a new office in three cities and only 
move once? Call 1-301-992-6000 for details 

The City Of Columbia. Where business grows 

The Cot' jiTUiLd FjtMfcn Cvnlvi Is opm wo^kdayi RJO-Si woAfcendt IOJO-5 Takm 1 95 lo !tou» 175- w**t or™ r>: o.un ?'/ ■ mu iu** 1 i ht mmi i*>n 
tt.iiumfaki Maryland A pro*cl at The fiouw Company and QMLmgkMX D#YflJop*d try Th* Hcrwrndttwoich 

arid Dfrimlqprrwihl CaipomUori JDZS Df!lo Fiai-jJUS-nr ! l : r. « :y Colombia Md a044 






Why do 
100,000-mile 
fliers choose 

United 
to Cleveland? 



■U 



Mark Mrt ormack 
Chairman. International 
Management Croup, Cleveland 



Mark McCormuL-k 
Sports Promoter 




Mark MrCorniark 
TV. Pai k am* r 



Mark MK'ormack 
Financial Manager 



Mark McCormack 
Club Ownpr 



"Their nonstop schedule 
fits my nonstop scheduler 

United has the most daily nonstops to Cleveland. 



M^rk Mt:t ormacks busing keep him traveling non- 
stop As head of Llie Iniertt.iEkmal Maru^tMiit Croup 
in Cleveland, he's a TV packager, sports promoter, 
financial manager club owner and more 

Mjrk needs an airline schedule w fit his busy schedule 
And United s got it more dady nonstops to Cleveland 
than any other airline . 

And we pve you more than great schedules Now 
United has .1 new First Class section with wide, roomy 
seats and room to stretch out Our redesigned Coach 



scaring is more comfortable loo. with more Icgruuni 
I -m twee n Heatv 

AM thai plus Lrnted's extras, like Round' trip 
.idviinct check -in, advance seal selection. Mileage 
Plus and great low fares, 
miike it the best deal j^oing 
So call your Travel Agent 
or United, And sec how our 
nunstup schedule fits your 
..•1 .■■■L ■-i-h'-lut' 



Fly the friend ly skies of United. 

Call United or >™r Travel Agent* 
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How To Thwart 
Computer Criminals 




STICK 

UP... 
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PEOPLE CMirCKLEU when they read 
about the four 13-y ear-olds at a 
New y f jrk private school who hu*ed a 
crime fa per on knowledge i^ikin^cl in u 
computer instruction program. The 
youngster* plugged into & computer 
network used by a number of compa- 
res,, including a soda pop mafc+jr, and 
fried to divert ^aeeJi of pop to their 
°o«rsitep t Before they were caught* ft till 
poplej*, they hud managed to get into 
wmfidential flies of another company. 

Really, though, computer crime w no 
™'*Khirjg matter The youngster* bid 
&o yen for trade aecreta— but they oh> 
Wncrf ftcccftg to them. Nor were the 
youngsters* after money — Imi thu-y 
nitjprht wo)] have been able to steal some 
though the computer 
Security for computer HY-Mems \ms 

ffr*&UR HaiJ'Km in national dirertor 

V f - h V (' >> ;w ^ ,f ,*] n if if . \ .v.s j lS - f f j 

C<k>p*r$ A Lgbmnd, anr of 
Rahou'd htrtfitxt uecQurthrty fintin. 
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Sophisticated machines 
have become targets 

of sophisticated 
crooks, but your firm 
can protect itself. 

By Stanley Halper 



become one of the most aeriou* prob- 
lems facing business today, The sophis- 
tication of computer thievery tut* 
grwij us rapidly aa the flophigticalion 
of the machines themselves md it ha* 
become difficult for manager* to com- 
prehend all of the precautions twees. 
sjir\ ■■■ jiri.iri'tT iujhinojiae* from fraud 
tin thfft. Yet these precaution* have 
never been mom important. 

Estimate* of how well computer 
crime pays ranjfe from SI IX) nullum 10 
$ff X) million a year. The average take in 



a reported crime is $Tf0O r 0W>— much 
more than the $23,500 LJie typrcnl em 
hezzlcr steals without the computer 1 ! 
help Hut ff w rurnuuter crimes are de- 
tected and reported to Authorities and 
according to one estimate, only one of 
It reported crime* result* in a convic- 
tion. 

When record keeping wus done l«y 
hand, access K> rnwil* ^mld in more 
easily controlled .Manager* understood 
id I the material in the file* and could 
«wily check for tampering. Xow. withi 
computerised data, we wf the *ame 
k indit of criminals, cummittrng the same 
kind* of crime*, but using the speed 
,'Liid fiow-T i«f thi- rv.mj.iK^r Stirling 
may even he a tittle easier m hemuM* 
many owner* and managers cannot 
judge the need for control systems to 
pnrteet their new business tools, or de- 
termine how effective those system* 
are. 

Computer fraud can take many 
form*. Today'* criminal can steal ami* 



<?y simply by ordering payments to a 
dummy corporation for shipments nev- 
er made, He need* no ski mask to alter 
inventories so that stolen material will 
not be immediately missed. The thor- 
oughly mod urn bunk robber m oves 
sum from dormant accounts to his 
own at the touch of a button. 

Theft of in formation is equally seri- 
ous and damaging. All companies have 
valuable trade information — customer 
lists, plans for the future, production 
techniques or distribution, 
methods— that cannot be 
effectively protected by 
patent or copyright 

A few example* of com- 
puter fraud will illustrate 
some of the methods used: 

• In a large mail-order 
operation data processing 
employes had easy accent 
to a significant company 
asset — the mailing Hit. 
Workers copied the tape 
file? and moid the list 
Their activity was record- 
ed on a computer log, but 
since the information was 
not regularly reviewed, 
the fraud went undetected 
for some time. 

• Unhappy about man- 
dator)' reduction* in the 
work force, computer per- 
sonnet of a government 
agency made unautho- 
rized changes in the com- 
puter programs so that 
payroll checks continued 
to be sent to some of the 
terminated employes. 

• With just a terminal and some pro- 
grams, an outsider opened a utility 
company's com] men zed inventory file* 
and ordered parts shipped to a specific 
location. As the goods arrived, he sold 
them. Per his instructions to the com- 
puter, he was not billed, 

The thefts described above could 
have been prevented; at the very least, 
they could have been discovered soon- 
er. The fault be* with management* 
which needs more education in comput- 
er safeguards, 

With such golden opportunities for 
computer fraud, the question may well 
be asked, "Should we get rid of the 
computer?" The answer is an unquali- 
fied no. It has become too important a 
tool for too many companies, larj^t and 
small. Besides, method* to protect in- 
formation are readily available. There 
is 21 price tag, kit it i* lower than the 
potential losses to theft and err f •--,'..:!> 
ment. 

Prevention of computer fraud re- 
quires scrutiny of both personnel and 
equipment 

Although moat employe* are honest, 
temptation ran become overwhelming 
if control over the elements necessary 



to computer fraud—data files h program 
library, computer and assets— is vested 
in one employe, 

Dividing access to these four ele- 
ments among various employes means 
the workers must conspire to attempt 
fraud. Having to enter oilier element 
illegally or gain the cooperation of an- 
other employe increases the possibility 
of detection and is therefore a deter- 
rent. 

Only the owner or a manager should 




have entry to all four elements— and 
that individual should understand the 
entire operation. He van keep a contin- 
ual check on the operation to see wheth- 
er any unauthorized actions have taken 
place. Just knowing that the system ja 
checked frequently will deter potential 
abusers. 

THE SMALLER THE firm, the mOrt dif- 
ficult it is to Institute safeguards— 
and the fewer the resources available 
for an adequate program. However, 
even large firms sometimes do not take 
stepa to ensure separation of computer 
duties. 

In such situations, controlling com- 
puter fraud by installing safeguards in 
the equipment itself takes on added im- 
portance. Through the use of software 
and systems, unauthorized entry to the 
computer can be detected or prevented. 
An entire industry now provides soft- 
ware to protect data and detect illegal 

One key step is determining who 
should have access to what information 
and then classifying the data sieconiirig 
ly. Passwords (coded keys allowing en- 
try to the various levels of information) 



should be set up and carefully guarded. 
The software should log entry to s*en*i- 
thre information and note where the 
password came from, at what time and 
what material was called for. That rec- 
ord of unauthorized requests for sensi- 
tive data should he available to the 
head of the department and to security 
peopI* + 

Knowing when someone is attempt- 
ing to reach Information for dishonest 
purposes is important. If someone tries 
once, there may be a sec- 
ond attempt. Fortunately, 
there is sophisticated -oft- 
ware available that can fa- 
cilitate detection of the 
culprit. 

What if. despite other 
precautions, someone 
does gain unauthorized 
entry? Encryption can 
make the information un- 
intelligible, Stored data 
are encoded, and only the 
proper decoder will put 
the data in a meaningful 
form. The time that an ait- 
T.horized user loses En un- 
scrambling the da.ta is 
negligible— what required 
two seconds may now 
take four seconds. 

Effective in foitinf 
fraud by an outsider, en- 
cryption can also be use- 
ful Internally if manager's 
translate into a code sensi- 
tive portions of their ma- 
terial and limit access to 
the decoder. 
Dividing responsibilities 
and using equipment controls are not 
alternative methods of protection. They 
are complementary. Even the best con- 
trol system and the moat sophisticated 
software will not work unless the com- 
puter is monitored carefully and fre- 
quently. That task should fall to the 
level of management that k indepen- 
dent of operations. 

Complete protection against a disloy- 
al insider who developed a program, i* 
difficult, but il is possible to catch the 
other insiders promptly and prevent 
outsider* from getting in. 

J»n not min. understand: Computer 
fraud is not rampant. That there is not 
more computer crime testifies to fekfr 
vidua to' baste honesty as well as to the 
data processing industry's efforts to 
develop safeguards. 

But possibility of fraud exists, just as 
it existed when information was stored 
on paper and locked in "safe" places It 
is management's responsibility to take 
prpL'jiijtifm-i by making illicit entry diffr 
colt and establishing methods to detect 
computer criminate. 
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Business 
in the Classroom . . . 
Working Today To Keep 
America Working 



to. 



WHBRE is the American work 
force of tomorrow? In today's 
classrooms. 

Will the three R*s alone prepare stu- 
dents Fur what lies ahead? Will they be 
equipped to make the transition from 
school to job and become the capable, 
productive employees and entrepreneurs 
America needs for continued economic 
prosperity? 

American business is becoming in- 
volved today in a movement io assure a 
working America tomorrow. It's a move- 
merit that has brought business and 
schools together in an effort to instill 
basic business concepts in the minds of 
our nations young people. 

Half America's high schools now ne- 
quire economics (or graduation* In 25 
states the teaching of economics is man- 
datory. And a unique, award-winning edu- 
cation program — sponsored by individu 
als and businesses — is making great 
headway in improving economic aware- 
ness among today's students. 



Called Economies for Young 
Americans, fhis program presents rele- 
vant economic principles in an attention- 
getting multimedia format that teachers 
can use over and oven year after year. 
Teachers are delighted at the effective 
ness— and grateful to local sponsors for 
making such a valuable teaching tool 
available. 

The U.S. Chamber of Commerce 
produced E\A with the help of teaching 
professionals, and has already ihsinb 
uted thousands of the "kits 1 " to schools 
around the country. But there is still pro- 
gress to be made, 

Why not become involved and help 
ensure the future of your community? We 
wilt be pleased to provide EYA to the 
schools of your choice, or place them 
wherever they're needed if you prefer 

Join the thousands of businesses 
and individuals who are working together 
to ensure a working America tomorrow 
Do it Unlay! 
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Health Insurance: 
• If a Cap Fitting? 



In a move aimed At raiding revenues 
and— possibly— helping to hold down 
health costs eventually, the administra- 
tion has proposed putting a cap on the 
amount of employer health jnjiuranc* 
contributions that can be excluded from 
an employe's Income. 

Contributions of more than 1840 a 
year for an individual and 32,1 GO for a 
family would be treated as income tax- 
able to the employe. 

The administration sayv that about 
30 percent of those with job-related in- 
surance would be affected and that 
they would pay $2.3 billion in extra tax- 
es the firat year, Aa a result, the admin- 
iatration says, they would become more 
consdau* of the true cost of health 



Many in business oppose the idea. 
Lees, not more, taxation is needed, they 
aay r and this type of taxation in particu- 
larly flawed They say it would difr- 
criminate gainst employee who&e in- 
surance rpnes are unusu&Uy high 
becanise of nature of area, type of occu- 
pation or average age of work force. 
And, they aay p it might eau&e some 
health benefits to be dropped. 

Should employe* be taxed on some 
employer-paid health premiums? 
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Restrict Right 
' To Close Plants? 



Legislation ifi being considered in 
Congress that would severely inhibit 
companies from moving a plant or sim- 
ply abutting it down. 

A company closing a plant would 
have to pay benefits and at least 86 
percent of wugea for a year to certain 
employes who loae Jobs, And it would 
have to reimburse the local community 
for most of a year's lost taxes. 

Also, the firm would be handicapped 
competitively by requirements that it 
reveal a planned do&inft well in advance 
and that it make data about its opera- 
Liuns public. 

The measure i* needed to protect 
jobs, labor unions say, It also draws 
support from some local officials who 
fear lews of tax revenue- 
Opponents of the legislation say it 
would bring unwarranted intrusion into 
private decision?, and in the long run 
could eliminate, rather than save, job*. 
They note that marginal firme, with no 
choice but to shoulder costs imposed by 
the legiilation, could be forced over the 
brink. 

In other cases, they say. expansion 
would be curbed. 

Should government penalize compa- 
nies for plant closings? 
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Stop Voting On 
Debt Ceiling? 



In 1917 Congress for the first time 
set an overall limit on the public debt. It 
was $11.5 billion. 

Since those World War I days, the 
debt ceiling ha* been raised scores of 
times. This spring it went to $L4 trillion 
from the SlJ trillion of a year before 

Some say the process in which th* 
Senate periodically votes on a ceiling" 
hill l£ a time-cansumtpn charade. (The 
Hous&e in 1979 ended debt limit votes a* 
such, incorporating limits in annual 
budget resolutions.) 

Everyone, it is argued by opponents 
of a vote, knows the hill will pans be- 
cause if the debt level does not rise, 
there will be panic and hardship, as fed- 
eral creditors and employes and Socifrl 
Security beneficiaries go unpaid. 

On the other hand, it is argued by 
supporters of a vote that setting a 
ceiling through ItgLskLtitir. -erve^ ibc 
useful purpose of making senators face 
up to the amount of spending they ap- 
prove. And it is recalled that once* i& 
19&8 P an pdhniniHCmtirmV request fur a 
new ceiling was not passed, but the 
government did not collapse; jt became 
mure frugal 

Should the Senate abandon its vote* 
on debt ceshngiT 



You can now rnpond quickly to tttit monthly poll on 
major business hwm by using th# attached postage- pond card. 



Verdicts on Workers 9 Cornp, Health, Home Work Issues 



tn Jan? the monthly Where I Stand poll a*ked these 
ideations; Should the worker*' compensation ayateni be fed- 
eralized? Should ens plovers* have to finance health insurance 
for the jobless? Should the ban on work at home for profit 
be lifted? Th*re were more than 600 gnawers, Appropriate 
Kovt-r runout tfeoeion makers will be informed of the poll's 
results. 

On the first question, 94.5 percent of those respond inj* 
opposed the idea of federalking the existing system of elate 
programs that require employer p&yrnenU in casea of job- 
related injuries or attrnenLa. FedeniUxjtLion could lead to 
employers' paying as much as f5£5 a week in workers' comp 



B*f84 Only 1,7 percent favored fedenitizrUion. The other* 
were undecided. 

An even 92 percent opposed proposal to require employ 1 ? 1 ' 
action extending health insurance for the joble&s. Bills no* 
be-fore C«in*rre>s-s wnuhi require tJmt I aid-off workers be 
carried in employer inauranct- plans for three months or 
more, Three percent favored the propoa&l*. 

K ruling \\ ^year-old j inhibition on piecework at home in ^ 
garment-makinj? indu^Lri*^ waa favored by 92,7 percent 
opposed by *l.7 percent. The La bur Depart mm I rvtfolul" 01 ^ 
have been attacked by business a* it union pluy loprvto'tbitf"* 
cost jobs and provide moro ^lurfe* of union dues. 
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Made In Alaska" Instead of Taiwan 



William C. Lee, 3S # of Anchorage. 
Alaska, diift-. U> think differently about 
his state and its future He believes 
that the time ha* come for the. 4&th 
state to tiecome a manufacturing center 
instead of just a nouns of raw materi- 
al*. Its position stride the shortest iir 
routes from the United Htatea to the 
1" ar Eas t and Europe makea Alaska fin 
1 1 lea I location for- shipping raw materi* 
lI: a I-, and finished products oat, Let* 
says. Putting his money and his ener- 
l^tes where his mouth is, he has estab- 
lished Northern Horizons, I nr., and be- 
gun making unique giftware for Bak> U> 
Luurista in Alaska and Hawaii. Soon his 
products will be add in Japan . 

Lee kist a job sollmg sealskin* for a 
fur company 1 1 years ago after a feder- 
al law was passed that prohibited white 
person* from engaging in this age-old 
business of Alaskan natives. 



*'I suddenly perceived the need for a 
job + " he says wryly, 'But 1 wanted to 
get into something that had promise for 
growth and would fill some kind of 
void/' While traveling around the state, 
he had been impressed by the number 
trf tnurats who wanted to buy souve- 
nirs made in Alaska by Ala- r a\. ■ Most 
of what was- available came from Ja- 
pan, Taiwan, Hong Kong or Korea, 

'The craftwork of our natives was 
never allowed to flourish except to pro- 
vide models for workers in other coun- 
tries to copy in plastic, mass produce 
and sell to our tourists/ 1 Lee says. "It 
made me sad and angry. Retailers didn't 
want tn sell items not made in Alaska, 
and the n at Even couldn't make their 
craftwork in sufficient quantities* [ 
wanted to see what I could do about u ' 

Lee contacted a number of Anchor- 
age businesses and talked up the idea 



of establishing small manufacturing 
enterprises in Alaskan towns and Vfl* 
Jagcs where labor was plentiful. But W 
found little inieresL in tht- idea- He of* 
few an explanation for the indiffer- 
ence; 

"We have an educated work fort* 
that Es motivated and available. ss^J 
dally here m Aiichurup: When 'he 
pipeline was completed, the winter un- 
employment rate leaped to 2f> pence" 1 - 
as it always did in pre-boom days. SO 
finding workers is not the problem. It i & 
overcoming a state of mind that Alaska 
cannot become a source of nianufflC" 
lured goods." 

With the help of u Small Business 
Administration loan, Lee bought * 
struggling company making poiyurc- 
thane totem poles in 19TZ and added 
Eskimo dolls to the product line. Wood 
en models were carved by native craft*" 
mrMi; rubber molds were made atic* 
potyurethaiie copies produce) I Minia- 
ture fur parka* made of rabbit yniJ "lh 



They Revolutionized 
A Vacation Industry 

Nine year* ago, Jon and Christel He- 
Haaii set out to creaLe a market for an 
unusual new service called "vacation 
exchange/ 1 Today the Indianapolis cou- 
ple havf four companies more than 
ift0.iJ0n individual clients, ami KOH 
affiliated resorts in *i J l countries and 
expect revenues of 117 million this 
year. The LWHaans not only created the 
market they were after but, in doing so, 
they revolutionized a parallel industry, 
report time-sharing 

Their flagship com pan) 1 is .Restart 
Condominiums International, the 
world"* oldffiL and largesi vacation ex- 
change network Before RCI was 
founds in 11174. time-sharing — or 'Va- 
cation ownership." as the He Haan* pn- 
fer to call it — had taken root in Eurmw 
and Japan and was just beginning to 
appear in North America. It involved 
buying a furiitshed condominium in a 
given rfcaort for a designated number 
of weeks every year, an option lor fam- 
flies unabk to afford a second home or 
skyrocketing hotel prices. 

"Basically, the person »s owning his 
vacation humr and trying So hedge 
u gainst inflation," explains Jon De- 
ri aati 




Chrtslel and Jon DtHaah uy thai Ihvlr tlrstegy of pf orriotlng the reMii Hme-iha^ 
industry h«lpod th#m raalfcrt sucens In their own vacation^asehang* business. 



TV In-HsLfiiis saw a uartial »n>wrr to 
the need for affordable vacations m the 
infant cmw'Ahahni; industry, But they 
also saw a major drawback: Many peo- 
pte reacted buying pArt^wrtendiip of a 
condominium because they did not want 
Lo vacation at the slime place Jit the 
same time every year. 

To overcome That ubjee tilth, Jon and 
Chrfctet— he with leisure-time expertise 
drawn from previous positions with 



Wall Dwney EVodurtrnits and Rn^* 
Inn* and she with quality control ™J 
rimm at RCA— etarted Kd and Wffl 
duoed vacation exdmnjp^ ^ 

Using u sophisticated compute *\ 
Lem, the firm enables time than- P {l 
chauers at RCl-affiliated report* * 
trade their space and time for con 1 -!" ^ 
bk acci>nnrriodat£fiTiFi at other 
arcjuiid the world. ^ 

It wa# u turning puml for the t |Ef 
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Phd« In Alaska helped William C. Lee (taff) 
win thlf year's Small 9utln&*& Adrmntolrallon 
award lor hi* Stat*. Hex* h* li Congratulated 
by SB A AdmlnJaifBtor James C. Sander a 




*>r animal skin scraps wore stapled on, 
l The dolls were mode from start to 
finish in A La ska by Alaskans/' l<ee says 
with obvious pride. He traveled oil over 
the fltute and took orders from 200 re- 
^ail nutlets far the "Kiana" do Els (he 
took the name from a native family 
ifcrntf ho saw in a phone book).. Retail* 
e ^ were pleased to have items that 
Wfr* "Made in Alaska," 



In a quest for new marked and new 
products, Lee began selling & family of 
Knkirnq dolts, labeled '"collectibles/' 
("If you have one doll, you wan't be 
satisfied unless yuu collect the whole 
family.") The idea caught on. Tourists 
liked the Kiana collecubteft and so did 
Alaskan families. Orders increased, and 
Lee moved into larger facilities with 15 
to 2n workers. 



The SB A loan was paid off in frve 
years. To keep growing Lee traveled to 
Hawaii do test a hunch. He felt that 
Alaska-made gift ware could be sold 
there if it represented the Hawaiian 
culture. He introduced the "Tiki" fam- 
ily of dolls Lo a number of gift nutlets in 
the islands. A new market for Abakan 
products was born and is flourishing* 

Seeking yet another product line, the 
restless entrepreneur visited plastic 
and chemical firms in the "lower 48" id 
study various processes. Refining one 
of them, he now combines marble <lu*i 
and cither m:Ui j ri:tls inm slurry thiii is 
fjii li red into molds of ace ties designed 
by Alaskan artists. The resulting thin 
slabs l«?ok like etched marble and are 
turned into plaques, desk ornaments, 
clocks and other souvenirs- 

Lce s sales totaled 51 million Last 
year. He is now pursuing sates of dolta 
in Japan, following a hunch similar to 
the one that paid off in Hawaii, 

The time-conauminir task of building 



taring industry, recalls a spokesman 
r[ 'the NaiifPTtal Timesharing Council 
^Washington, because it mean I devel* 
ty'Fh could market exchanges as wall 
?^irierflhares. The new service was a 
jfcnificaru factor in time-s ha ring's 
F^IJth from sales of iflo million a year 

*^75 to $1.5 billion last year. 

* he DeHaaiis spent much of their 
I?* educating builders and developer* 
- JJJl vacation ownership. TimfMihare 
[T'f^rtifift wer? mofltly properties 
had been conventional «mdurntm- 
. J * and hotels, hut now the trend in 
j£**ra "purpose-built" developments— 
kJt* 1 *? resorts sra'cifkally designed for 

i We wen* the catalysts and propel* 
jy*? of the timesharing industry." 
j^&el says, "because it was the in 
l( , ,y fnfHt conducive to our service, 
J t not been for tile exchange fea 
SSI t ' mis "*b*riftB" would have never 
^ the aiae and scope that it lias 
aJJ?" Likewise, we would not have 
h,, * a * much as wc have if it had not 
l ^f&r the acceptability of the tiroe> 
tTrT ^ccpt- $n onch industry can 
^k the other for tucetu." 
tj^j does not own or sell any eondo- 
'% ^ simply provides the ex- 
yS^t^ service. Resorts must meet spe- 
bj^J r,tert * affiliate-the firm 
*^iji ***** JWsort to ensure that it is 
nj p ^ Ural ly sound, attractively de* 
*"d well manage! Affiliates 



pay an annual fee of $fi,iWQ to KCl and 
must *ign up their buyers as RCJ "sub- 
scribing members." Each member pavs 
RCI m for two yeans, plus f4N for 
each week of exchange. And if a mi-m- 
Iwr ranncit lake a vacation one year, hi* 
can "deposit" his time in RCTs "Space- 
hank" and use it later. 

When the DeHaans began, they ran 
the business: out of their home, using n 
shoebox to hold vacation exchange re- 
quests. Total revenues the first year 
were llfi.000. Now they have more than 
300 employes and offices in Fort £*u* 
derdale, Flu,; Newport HeA£h, Calif; 
Monte Carlo: Lcinrion. Mexico City; Syd- 
ney, and Nagoya, Japan. 

Anticipating stiff er competition from 
the big hotel chains the DeHaans eatal> 
li&hed a second exchange company r Va- 
cation Horizon* JnternaTicinaL In 1B&1. 
VHJ Offers its affiliates a cooperative 
marketing program to help put thttm on 
an equal footing with the hotel chains. 

Jon k president of RCt and Chrietel 



FtCl'stoyo 
symbolizes th* 
possibility of 
swapping 
vacations 
around iha 
world 
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hr.-ada VH1, whtch with 140 affi States is 
alrvady the country'* thin! Largest ri- 
change ftrtn— after RCI and Interval 
International in Miami, 

In addition to the exchange cumjja- 
nie«, iht- f J+ 1 Haunh set u(j Kndleas Vara- 
tinn Travel which handles travel ar- 
rangements for people goiog to the 
report*. And t^iere La a holding compa- 
ny. Endless Vacation Crfirporation- 

Rid any special ingredients conmb- 
ute to their aacce*ii^ Jon n ingles out 
twrj Idi-ntifying an mmwi m-ed and 
concentraiing n*fiourct*a on a limited 
segment of the market uo they could 
become very good at jL hl We*ve tried to 
do what we do bettor than anybody else 
in the world/" he say« 

Undemunding the contribution* of 
employes and rein vesting heavily in the 
company are important, too, adds 
Chrifliulr who is from W«at Germany, 
Spending more than th million cm com 
puterization in the laat three years, ihe 
says, has enabled the DeHoans to han- 
dle their firm*' tremenoVius growtJi, 
<Thcy aaxaHt to have T5 4 0O(( families 
traveling through their program this 
year, compared with 2*GtM) in 1977. \ 

EiblievLiig in the piH^iucl is aisu tr»&en 
LaX the DeHaana say. And obviously 
Lhey believe in their* Early this sum 
mer. Chrutel> Jon and two of thinr 
three children were headed for Craiv 
herry, a resort near Toronto, on a vara- 
twin exchange 



STRATEGIES FOR SUCCESS 



his own business did not deter Lee from 
his self appointed role of promoting 
Alaska aft a new source of manufac- 
tured products. "Prerioujt state admin- 
istrations encouraged the idea that 
Alaska should remain a warehouse for 
American raw materials," he says. 

'Things are different novr, The cur- 
rent administration wants to encourage 
manufacturing and an orderly develop- 
ment of industry thai is not dependent 
on oil with its ups and downs of price-" 
He ndij.s "U*bor u aur beat resource 
cow, and manufacturing is the key to 
our growth over the next 10 years/ 1 

Named thin year's Small Business 
Peru on of the Year for Alaska by SB A, 
Lee. a North Carolina native, has tit- 
come a cofounder of the Alaska Manu- 
facturera Association. Member Onus 
include makers of paint hovercraft, oil 
field equipment, candy, jellies und other 
food product*. 

Says Lee: "I'm Convinced that Alas 
ka-based Industrie* can compete any- 
where in the world 9 entrepreneura 
keep an eye on their costs and take 
advantage of our location at the air 
crossroads of the world." 

Renting "Wrecks" 
With Snob Appeal 

Schopenhauer, Descartes, Plato . 
move over and make room for 
Schwartz, David Schwartz that is— th^ 
philosopher of the used car lot. And, 
incidentally* the founder of Rent-A- 



Wreck, a Los Angeles-hased used-car 
franchising firm that chafked up gross 
revenues uf $24 million last year and in 
projecting an increase to million 
thia year. 

TypkaJ Schwart£talk: 'Money its not 
my motivating factor. 1 want to get up 
in the morning; 1 want to enjoy work. 
Bottom line: peace of mind. Tin not into 
greed." 

More Schwartotalk: "The best busi- 
ness is repeats and referrals- I am into 
the long run, not into the ^hort run." 

And more: "I am into a quality game," 

With a 51,000 ban from hia mother, 
Schwartz started a ufled^ar business in 
19S9 and named it Bundy Auto Sales 
(after a nearby street). Four years later* 
the name was changed, tongue in cheek r 
to Bundy Very Used Cars— to deter pe<K 
pte who weren't serious buyers, «ac- 
phina Schwartz. And, he admits, "I at 
ways jjot off on the reverse snobbiam of 
old cars. 11 

Schwartz says he backed into the 
rental business when a woman wanted 
to rent rather thai: buy "lie of his cars 
but could not because he did not have 
the influ ranee to rover a rental. At her 
own suggestion* she "boiighL" a car for 
$2225 and agreed to bring It back three 
month* lat* j r. Schwartt really did not 
expert her to return it But she did. "It 
was the beat deal— I had the money and 
the car. too!" 

So Bundy Very Used Cars became 
Bundy Rertt-A-Car and finally Renl-A- 
Wreck (a friend had called it that as a 
joke, and the namf.- stuckj. five years 




tongue-in-cheek apodal 1o turn hit car rental 
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boi David Schwartf d*«d it* 
lol into in knlernatkofial firm, 



ago. Schwartz took a partner Geoffrey 
M. Nathanson* and they formed Bundy 
American Corpn ration to serve a* the 
parent company for franchise opera- 
tions. Now there are more than 2f5fl 
Rent A- Wrecks in the United Stated 
Australia, New Zealand and Europe. 

Schwarta* who dresses in blue jf?un* 
and a baseball cap worn over unrulv 
hair, is given to- comment on what other 
business people wear ('Their mono- 
grania had monograms!"), and h e ^ 
quently way*, '1 am not a corporate- 
lh inking person." 

So why did he choose NathansOBt 
who, with his conservative suitH 
trim haircut, would not make wave* in 
anybody's board rom«' r Schwartz, come* 
back with a string of reasons; 

"He was just into the excitement of it. 
He bad had other businesses thai were 
successful, bat the satisfaction of build- 
iv -i 1. 1 Linens was what he was looking 
for. He is a man of high character- H* 1 
didn't need the money. We agree on the 
pace at which we are going to grow— 
and on priorities in life. Satis faction 
from work ia a main part of adult life 
We complement each other. 11 

Besides, Schwartz adds, Nathanson 
a "corporate-thinking person/ 1 

The cars, of course, are not wrecks at 
all. Two to six years old they are cle&fl 
and in top ripe ntling condition, And i r: ■ ■>' 
rent for less than new cars at m&j& r 
rental companies. Kates vary across th* 
counlrv, but Schwartz aavs vou can 
a car at *16 % a day, w ith l 00 free mm 
per day, in Ura Angeles. 

Early <m, Refit- A- Wreck gained a rv J p 
u tat ion for a celebrity c hen tele. Askffl 
about that* Schwartz drops a few n lsi " 
to men* p iuim«« but is emphatic: "lt r < n ot 
what we are about anymnre. Tike midr 
mati is as Important to me aa Alan AWft 
The schoolteacher and coH'^c pr^fc--^ 
are as important a* Rici hard Cere. JiirffiP 
John Sirica. CBS News President V*H 
Gordon Sauter, Mi HcGruw, Paul NV*" 
man we don't cater to them. " e 
cater to reliable, resign hi Me people wh° 
want an equitable deal," 

Although Schwartz protest* that he tf 
noncorporate, hta conversation in spri 11 ' 
kled with references to his insistence 0jj 
quality, good nervicc and controll*? 
growth. He spends two week* a month 
on the road, making sure the franc hi*** 
are run properly, and he speak* wit* 1 
enthusiasm about the people who p 
them Of a young man m Milwaukee, 
example; "His whole thinking is ]nte? f1 ' 
ty. M Of q woman s operation in Mmn^ 
ap4>li»: 'Every car ia perfrct. The |MF 




Orlando outider Dun KnoeoeS reltos on a "ana-slop shopping" approach to tall nia 
Prefabricated homes. To irnplem*nt th* id*a_ h* eras ltd 4 mortgag* finance llrm. 



whu wark. there lire- npcit and clear ami 
alert" 

Before 1 Jit firm got enough ex|ieri- 
-in 1 ,.. Schwartz sa>*&, he and Mathanson 
ware "looser" in their choke of frnnchi- 
Of the first 15, they have bought 
w nine. "Th#y juat .didn't come up to 
quality;' Sehwarta taya, "We didn't 
want them with our name on them," 

use of clII th^ mLsiiik*'> he madr 
m the* beginning ("not understt^iir.c 
^hat control meant, not having u mas- 
ter plan), Schwurtst says, the parent firm 
can help franchise owners "eliminate 
trial and error/' He seem* surprised 
that when he teaches them p they leam 

"It's magic." hi' stays. "A thrill money 
can't buy." 

5 Ir earn lined Soles 
Far Streamlined Homes 

When Daniel M. Kfioebel wan fi, he 
tad already discovered the advantages 
°f pretruttingand preprinting pieces for 
f onatruction. "I prefabbed birdhounes 
aTl d sold them door to iUhit," ho -says. 

Today, Knoehel, n5. has been (meres* 
[ u,J y turning out Factory-built homes 
^ fir humans Tor more than 35 ye*ns- 
*fir| the I Mamio entrepreneur is apply- 
hi* lifelong [wnehmf for strenmlin- 
[|;(? thinjffi not only to ihe way he build* 
hka houses but abu to the way he sella 
f«em, He is offering his customers 
0fie-str*ji shopping" that include* the 
ROrtgtga loom as well as the house. 

To drj thi^ the Dan Knoebel Corpora* 
tfc &n haii added seven 1 'store fmnf sale* 
'j!'" 1 ^ in iu five model eenters^ull m 
J^oiida except for an outlet near Atlan- 
Knoebel (pronounced "noble") has 
*w created a financing subsidiary, the 
"*« Knoehel Acceptance Corporation, 
^■adnd by his won Norwood, 32. It w 
^Usd in Atlantu, Ui I* near financial 
Wttftrtfans ih:u ■■;,], purchase its mort- 
**ge« 

derision to open the subsidiary 
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ujirjerttcojrca Knoebel's belief that his 
business depends on mortg&gs money. 
Until recently, savings and loan an*ori- 
attuns were almost the imly source, and 
availability rUicluated, he notes. 'You 
could get mortgage money only unce or 
twice a year/ 1 he any*, "It waft like 
mutiny season/' 

Knoebel likens the storefront outlet* 
to a movie set Located in small shop- 
ping centers and consisting of a kitfrv 
en, living room, bath and part of a roof , 
they are "made to give you the feeling 
1 jf :i house hut within four walk instead 
of outdoor*/* be says. 

The system for selling and financing 
the hornets in patterned after General 
Motors dealership!? and the General Mo- 
tors Acceptance Corpora toon, according 
to Knoebel. "The only difference \b that 
wl- are billing a house raiher than a 
car 

His goal ia to cover the 14 Southeast 
em states with KnoetwJ dealership*. 
With the addition uf the storefronts in 
ItfftJ. he more than doubled the number 
of Hales centers. Aa a result, he expect* 
to sell 300 houses this year, compared 
with UjQ fast year, and to increase his 
gross revenue from $4n million to at 
least 912 million. 

Closing 00 a factory-built home it 
easier than dosing on a yet-to-be-built 
conventional house, which may take 
five or six month b to construct, Knoe- 
bel observes. firm prnmiHetf deliv- 
ery of a hou*i? within GfJ day> »f i-Li ir 
and can therefore guarantee the inter- 
est rate. His houses generally ci>^t 22 
percent to SflCl j.wrc*?nt lesji than conven- 
tionaJ houses of Comparable quality, he 

Knoebel who says his company fsas 
weathered nine reeesjiona, attributes 
its flumvaJ largely to the fact that hi« 
homes are sold before they are buih. 
He refuses to build un *peeuUUan, 

How many homes has he built in his 
lifetime 7 Aj* many aa lO.fKXI to \2 f \m, 
he replies "I've lost count, " O 
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TO YOUR HEALTH 



Outwitting the Business Lunch 



THE famous ''three-marti* 
rti lunch" it mostly a 
myth, but it is true that im- 
portant business is often 
transacted over lunch, It Is 
also true that business 
Lunches cui contribute 
mightily to an expanding 
Waistline. A restaurant meal 
at lunch! eaten without re- 
straint, can give you all the 
calories you need for an 
tire day— just in that one 
meal. 

If you want to keep milk- 
ing deals over luneh— with- 
out adding a pound or two 
for every deal you make — 
what is the best way to do itf 

Let's start with thone martinis, since 
limiting alcohol Lh the. first ste p in keep- 
ing caloric intake down, One jigger of 
ffrproof liquor ha* 1D0 calories; a glaaa 
of dry wine ounces) or a I^unee 
"light" beer hfts about as many> Hard 
liquor is particularly fattening when 
mixed in drink* like whiskey sours lad 
gin and Ionics (which, despite a com- 
mon impressiou, are heavy on su^arf. It 
lb beat to stick to drinks mixed with 
water or club soda. 

As for appetisers, the beat thing to 
do b r.. :- k i f i them if a full meal is to 
folluw. Appetizer* relatively low in cal- 
ories include raw or cooked vegetable* 
touch as freshly steamed asparagus or 
an artichoke)* seafood cocktails (but not 
dipped in butter) and light soups. 

When you an choosing a main dwh* 
remember that fish, poultry and veal 
art? lower in fat and therefore lower in 
calories than red meats. Stick to dishes 
That have been baked , brorted or 
poached, rather than fried. Always trim 
off the visible- fat jmd remove the akin. 

[f the entree corner with a sauce, a*k 
that the sauce be served on the side m 
you can control those extra calories. 
Also ask that salad dressings b- served 
on the side. Since most salad dressings 
average 75 to 80 calories per table- 
a poon p you should use as little dressing 
as possible. Better still, try seasoning 
y«r salads with a small amount of oil 
and vinegar and your vegetables with a 
squeeze of fresh l**rnon. 

Phyllis M, B a RHEA* a nfixtervd di- 
etitian* is & public health ntiiritianist 
and Tiutriti&n consultant in Ut§ 
WtuhitifftQn ™ 
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By Phyllis M. Barrier 




Those deals over meals won t expand your waistline 
iF your lunch Includes items like tiros* on Ihe left 



Starches like potatoes, bread and rice 
have been vilified as the enemy of the 
American waistline, but carbohydrate 
play an important part in a well ki! 
anced diet Eat starches in moderation, 
and remember that it is what you put 
nil them {sour cream, butter, bacon and 
so on j that makes them fattening, Lf 
you can't resist overindulging Id 
breads, put the bread basket aa far 
away from you as possible; better yet H 
a*k the waiter to take it away, if that is 
agreeable with the others at your table. 

Be wan? of the dieter's special: ham- 
burger #ttmk. cottage cheeae and a 
peach halt That combination averages 
450 to 500 calorie* , and it will leave you 
feeling deprived hecauae it is junt not 
very appealing. Fur tile same amount 
of calories, you could have a much more 
mtcren.tmg lunch; 3 ounces of broiled 
fish, n small huW ;npihnp with l i^h '>f 
butter, a vegetable and fresh atrawber- 
nea for dessert 

How about the salad bar a* a calorie- 
aaver? A colleague once joked that sal- 
ads muHt be fattening. Ik.™ use he *nw 
only fat |H«op!e eating them. In a sen** 
thai can be true. Many salad bars ara 
loaded with calorie*: macaroni satad 
and potato salad (both made with may- 
onnajsel three-bean salad, cum salad 
and other marinaied vegetables (satu- 
rated svMh sugar and oil), bread with 
wedges of cheeee or batter, and tossed 
salad with drying at 80 calories per 
tablespoon. J use a dab flf each of these 
on your plate, and your caloric intake 
can skyrocket. 

The salad bar can l>e a good choice if 
the emphasis is put on the low-cal one 
v i a hies: lettuce, cabbage, tomato, 



green pepper, cucumbers, 
carrots, cauliflower and &° 
on- Then add a small amount 
of protein In the form <rf 
beans, eg^ or cheese, Use a 
reduced-calorie dressing 
vin<'#ar and oil llitfhi on lb* 
oil) or go light with a regular 
dressing, 

Mow to the pitfall in many 
a business lunch— dessert 
The b«it choke is always 
freHh fruit (without whipped 
cneamj. If you lo*e all witt* 
power when the dessert cart 
is hrought to your table, Wjf 
til gat someone to share the 
cheesecake with yon, to re- 
duct' the calories by half. 
There is another drawback to the 
business lunch. If you tak*. 1 u coufjle "f 
hours for lunch one day to meet with * 
customer or client, you may be »*> 
rushed the next day that you can spare 
only 15 or 2fl minutes for lunch, 

If your schedule is tight and you art 
going to eat at a fast-food restaurant 
your best choices, for nutrition and 
odes, are roast beef sandwiches *G» 
plain hamburgers (not double burger** 
quarter pounders or burgers with ha* 
con or other topping*). A small serving 
of cote tdaw at arrjund 60 calorie* i* 
definitely preferable to a small ord*?r of 
French fries at more than 90fe 

Iir tou Ala caught at your deak wi* 
no lime to go oul for lunch,, send out 
for a sandwich that will not break your 
calorie bank, | ihas a small aalad an*! a 
piece of fruit. IT you are deskbound 
regularly at lunch time, you may 
ni hring in individual cans of fruit ju^" 
or vegetable juice, cheese and cracker** 
and fruit 

t)(m r t forgi+t that you can do inon* yt 
lunch time than eat—you can eserci* 1 - 
Vou might consider $umti to :l gym. ^ 
or health club for a workout. But th* 
easiest and least expensive way to e**£ 
ciae is to walk for !W minutes at a bn^ 
pace: if done three or four time* fl 
week, such exercise can— in the opto* 011 
of many *-v.jhti> a- h^ilibful ^ 
more vigorous activities. 

Even if your schedule makes rt diffr 
cult for you to turn your lunch Kg** 1 * 
iislo a health hour of this kind, then 1 J* 
still one thing you can do: AfU r a hn^ 
ness lunch, instead nf driving nr cukarip 
a rafi to <he .iff ice, walk back 
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CONGRESSIONAL ALERT 



Issues Hurt Could Affect Four Business 

. . . and what you can do about them 
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Issue 


Potential Impact 
On Business 


Contact And 
Business Message 


FY 1964 Budget/ Taxes 


Budget resolution passed by Con- 
gress recommends higher taxes, 
higher rate* of domestic spending; 
both could harm ret ovary. 


Members ol the House and Senate, 
Oppose enacting arty major lax irv 
crease p&cfcage Ihrs year, support 
cuts in unwarranted lederal pro- 
grams 


Natural Gas Deregulation 


Restrictions m current law on gas 
use and price are unfair to business 
consumers and complete decontrol 
would lead to equitable prices and 
adequate supples. 


Senators. House Energy and Com- 
meree Committee: Support tolai de- 
regulation of supplies and prices by 
a specific dale. 


Appropriation B\U 


Government spending totals and fis- 
cal year tf&4 deficit, which will be 
determined by passage of the 13 
individual Appropriation bills, could 
be Inflationary it too high 


Members of the House and Senate 
In Mateo appropriation bills require 
additional government borrowing 
and lead to higher deficits; sustain 
President's vetoes if they occur 


Hazardous w»tes 


Legislation could greatly increase 
paper work burden and raise pro- 
duction costs, but environment 
would realize lew benefits. 


Members of the House and Senate: 
Support informational programs to 
raise small business awareness of 
environmental laws; require study of 
waste management claaarficstons. 


Clean Water Act 


Existing pretreatrnenl provisions ol 
the low have proved impossible for 
local sulhcniiea to implement, and 
failure to correct problem would 
moan delayed compliance, in- 
creased costs and contusion tot 
business 


Senate Environment and Public 
Works Committee and House Public 
Works and Transportation Commit- 
tee Let municipalities develop pre- 
treatment program* tailored lo local 
needs 


Export Administration Act 


Preserving contract sanctity and re- 
ducing controls on trade wilh Free 
World countries would promote US 
reputation as reliable trading part- 
ner, cut balance ol payments deficit, 
provide thousands of now domestic 
jobs 


Members of the House and Sonet o 
Reduce unintended costs to U.S. 
economy caused by excessrve use 
ol foreign policy export controls and 
burdensome requirements on trad* 
with Free World countries 


Emigration 


Extensive new paper work require- 
ments would be especially burden- 
some to small business 


Members of the House: Critically im- 
portant thai the voluntary paper work 
proviuens Pa reuuned in the OKI 
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That Veto Decision: 
Incentive for Reform 

The Supreme Court decision invalidating the 
legislative veto (see story, page 44 > should he 
kept in perspective. 

Although business long supported such ve- 
toes aa a key element of regulatory reform, 
their abolition by the Court does not by any 
means represent a setback to the reform cause* 
Th€ legislative veto, by which Congress could 
override executive branch actions, was never 
viewed by business a* a pennant* nt solution to 
regulatory agencies' excesses. 

But It appeared, particularly in the antibusi- 
nea* climate of the late liftto, that the veto 
procedure was one of the few regulatory re- 
form goals that might be achieved. Prospects 
for bringing about fundamental change in the 
philosophy governing the federal presence m 
the marketplace were considered slim to nonex- 
istent, given the attitudes of the Carter admin* 
istration and Congress 

As long as the legislators held power to in- 
voke the legislative veto, they could claim that 
they held the regulator* in check. But even thai 
thin reed has now been taken from Congress. 
Members must face head-on the problems 
caused by ovorzealous bureaucrats neither 
elected by* nor answerable to, the people- 
Congress should view the Supreme Court de- 
cision not as a blow to legislative authority but 
as an opportunity and incentive for basic re- 
form in government regulation. 

The Pentagon Should 
Heed This Group 

The Pentagon owes it to the nation's taxpay- 
ers to give serious consideration to military 
spending economies recommended by a blue- 
ribbon panel on federal spending. 

The President's Private Sector Survey on 
Cost Control has identified ways the Defense 
Department can improve its balance sheet by 
$104 billion over thit?e years 



J. Peter Grace, chairman of W.ft. Grace & 
Company, is chairman of the overall pane] of 
Hll private sector leaders. Top executives rif 
major corporations comprised the task forces 
on defense. 

Thcrce individuals are concerned about nation- 
al security and hold no antimilitary bias. 

Their recommendations included more effh 
dent programs for acquiring new weapons sys- 
tems, formation of an independent panel to deal 
with the politically sensitive issue of haae clos- 
ings and major revisions in military retirement 
and health care. 

The adm inanition and policymakers in the 
Defense Department should welcome this type 
of advice. If military planner* do not heed the 
warnings of highly supportive business execu- 
tives > they might be helping to create a political 
climate in which they could one day find them- 
sulvefc forced to accept spending cuts that real- 
ly do jeopardize the nation'* security. 

Those Tax Increases 
Are Not locked In 

You can (cad members of Congress to a tax- 
increase bilk but you can't make them vote for 
it, And you can pile tax-increase bills high on a 
President's desk, but you can't make him sign 
them. 

Those legislative and political realities have 
been obscured in the present congressional de- 
bate over fiscal policy. 

It's true that a majority of members of both 
houAfts of Congress approved a budget resolu- 
tion calling for $73 billion tn taxes over the next 
three years- But that resolution gave no specif- 
ics, leaving it to the tax writing committees to 
recommend exact revenue sources. 

Some members of the tax-increase majorities 
will undoubtedly reconsider when confronted 
with identified increases. And it is highly un- 
likely that Congress could override the Presi- 
dent's promised veto of any ta^inereaae bills, 

Those obstacles to higher taxes are addition- 
al reasons why the legislators should see-k 
spending cuts to achieve budget discipline, I 
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